The 1998 Legislature passed legislation requiring the Governor to appoint a task force to
evaluate the current 911 emergency reporting system, develop a plan for the implementation of a
coordinated statewide system, and provide recommendations for the implementation, operation,
and funding of such a system in a report to the Governor by November 30, 1998.

On November 24, 1998, the task force made a recommendation in its report to the Governor to
build a statewide integrated and coordinated public safety communications network. The
executive branch is expected to develop a Comprehensive Telecommunications Plan by

September 1, 1999, just prior to the 2000 legislative session.

In addition, there are efforts among some local governments to establish contractual relationships
with wireless carriers for the provision of wireless E911 service.

TENNESSEE

Phase 1 Implementation Status

None at this time. However, Phase I deployments are expected to increase rapidly in the fall of
1999.

Cost Recovery Mechanism

Tennessee imposes a $0.85 per month per subscriber E911 surcharge. However, cost recovery
rules have not yet been promulgated.

Choice of Technology Issues

None at this time.

Other Issues

None at this time.

History

The wireless industry and the Public Safety Community independently pursued Wireless E911
legislation until 1998. Prior to that time, the Public Safety Community tried to pass legislation
that included a surcharge on wireless customers. The surcharge would contribute to the overall
cost of 911 but did not include any specific support for Wireless E911, or FCC Order 94-102.

None of the proposals passed until a Legislative Study Committee was formed in 1997 to
recommend a course of state action.
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In 1998, Senators. Bob Rochelle and Bob Hanes and Representatives. Jerry Hargrove and Kim
McMillan brought all parties together to resolve differences. H 3190 and S 3308 were the
outcomes with what was probably the most comprehensive rewrite of state laws in the country to
date. By statute, a separate funding bill was required in the 1998 session. SJR. 228 by Sen.
Rochelle set the initial wireless E9-1-1 rate at $0.85 which would increase to $1.00 (for Phase II
purposes) once the state’s 5 major metropolitan areas had at least one carrier which had rolled
out Phase I. The wireless industry and Public Safety Community collaborated on legislative
advocacy in both 1998 and 1999 to ensure passage of both bills. The highlights of the initial
legislation are:

e Establishes powerful state board of nine members. No wireless industry representation on

Board.

Any rate change must be ratified by the Tennessee General Assembly.

Carriers must implement rate within sixty days of notification of change from Board.

Includes cost recovery provisions

Specifies that 25% of monies collected through fund will be disbursed to Emergency

Communications Districts (ECD) based on the proportion of the state population residing

within each ECD.

e Tennessee E9-1-1 Board sent letter to carriers dated June 20, 1999 requesting implementation
of the 9-1-1 surcharge within 60 days as required by statute.

TEXAS

Phase 1 Implementation Status

Phase 1 service is in the process of implementation for some PSAPs from some carriers. Phase I
deployments are expected to increase rapidly in the fall of 1999.

Cost Recovery Mechanism

Texas imposes a $0.50 per month per subscriber surcharge. However, carrier cost recovery is
contingent upon direct contractual negotiations with county PSAPs.

Choice of Technology Issues

Carriers and PSAPs have faced extensive disagreements regarding technology choice issues in
Texas.

Other Issues

- Contract negotiation issues, PSAP refusals to accept national carrier pricing, and individual cost
disputes have also impacted Phase I deployment in Texas.
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History

In Texas, 22 Council of Governments have 9-1-1 responsibility overseen by the Advisory
Commission on State Emergency Communications. Home rule cities (those with over 250,000
in population) are not covered by ACSEC decisions.

The wireless industry and the Public Safety Community independently pursued Wireless E911
legislation separately until 1997 (Texas Legislature meets every 2-years). Prior to that time, the
Public Safety Community tried to pass legislation that included a surcharge on wireless
customers. The surcharge would contribute to the overall cost of 911 but did not include any
specific support for Wireless E911, or FCC Order 94-102. In 1997, the two-stakeholders met
jointly to develop a compromise.

The Texas legislature passed its E-911 cost recovery bill in 1997 with the rate becoming
effective on September 1. Since then, approximately $40 million has been raised by the
surcharge. There was an independent effort by Dallas/Fort Worth and Houston/Harris County to
increase the fee during the 1999 legislative session. There was never any formal discussion with
industry over the need for the increase.

As of June 1, 1999, various carriers have been working towards deployment of Phase I in fewer
than ten Home Rule Cities in Texas.

Highlights of the initial legislation are:

e Creates $0.50 fee for wireless users

o Establishes cost recovery at emergency communications district level
e Provides limitation of liability for wireless carriers

e Provides for non-disclosure of proprietary information

UTAH

~ Phase 1 Implementation Status
None at this time.

Cost Recovery Mechanism

Utah imposes a $0.53 per month per subscriber 911 surcharge. However, no disbursement
mechanism for those funds has been established to date.

Choice of Technology Issues

None at this time.
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Other Issues
None at this time.
History

Utah passed legislation in 1996, which authorized counties to impose a $0.50 surcharge on all
telephone customers for basic 911 service. This charge was assessed equally on both wireless
and landline subscribers, despite the reduced service provide wireless customers.

In March of 1998, SB 221 was signed into law. SB 221 was drafted by the wireless industry and
was passed through the legislature with the support of the wireless industry. The bill amended
the existing statute (69-2-5) to increase the $0.50 911 surcharge to $0.53 on all customers. The
bill also removed the cap of S wireless phones per account upon which the surcharge could be
imposed. An analysis done at that time estimated the three-cent increase to be the equivalent of
approximately $0.30 on wireless users only and that the fee would be sufficient to fund Phase I.

Intent language was added to the bill at the request of the wireless industry as follows:

“It is the intent of the bill for all public agencies providing 911 emergency telephone service
and receiving additional revenues authorized by this bill to utilize the funds to contract with
wireless service providers for wireless enhanced 911 service, pursuant to Federal
Communications Commission Rules adopted in CC Docket 94-102 (47 CFR 20, 18) and to
otherwise pay for costs of implementing wireless enhanced 911.”

Although this language is only found in the intent section of the bill, the Utah courts have
accorded such language significant deference.

Unfortunately, no PSAPs have requested wireless E911 under the provisions of SB 221. [THIS
IS TRUE FOR SPRINT PCS — OTHER CARRIERS NEED TO VERIFY] In addition, when
and if the PSAPs impose the full $0.53 surcharge, there is no system in place to ensure that the
additional funds are earmarked for wireless E911 and there is no requirement that the PSAP
subsequently request Phase I service.

The state legislative audit division is initiating an investigation into the use of the E911

surcharge by local governments. The wireless industry is working to provide information to this
agency in order to facilitate the roll-out of Phase I.

VERMONT

Phase 1 Implementation Status

None at this time.
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Cost Recovery Mechanism
None at this time.

Choice of Technology Issues
None at this time.

Other Issues

None at this time.

History

There is currently no E911 cost recovery mechanism in the state of Vermont. No legislation has
been introduced to provide for such funding. Similarly, no case has been initiated before the
Vermont Public Service Board ("PSC") to establish such a cost recovery mechanism. To date, the
Universal Service Docket has not dealt with the issue. Title 30, Section 7060 provides wireless
carriers with a limitation of liability that is the same provided to landline carriers.

An Enhanced 911 Board was created legislatively and appointed by the Governor in 1994 to
rollout landline 911. Currently, there is no wireless representation on the Board. A draft 10 year
telecommunications plan drafted by the PSC, however, recognizes the need to create funding for
wireless enhanced 911. The report recommends that the state fully fund wireless E911 through
the state's USF program, which is how landline E911 is currently funded. The PSC annually
establishes the funding levels necessary to fund landline E911 through a revised assessment rate.
The PSC draft proposal recommends that wireless E911 cost recovery come from an annual
allocation by the PSC out of the universal service fund to Enhanced 911 Board. New, additional
funding would be derived from a revised assessment rate.

VIRGINIA

Phase 1 Implementation Status
- None at this time.

Cost Recovery Mechanism

Virginia imposes a $0.75 per month per subscriber wireless E911 surcharge, and has completed
disbursement procedures for both PSAPs and carriers.

Choice of Technology Issues

None at this time.
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Other Issues
None at this time.
History

In 1998, the Virginia E-911 wireless industry bill passed the Virginia General Assembly and was
* signed by the Governor. The amended legislation established a statewide Wireless E-911 Fund
(Fund), cost recovery for carriers and PSAPs, Wireless E-911 Service Board (Board), a 75 cent
surcharge on each customer bill and immunity from liability for CMRS carriers. The new law
provided CMRS carriers with a mechanism to recover costs in meeting the federal requirements
for implementing E-911. The Wireless Enhanced Public Safety Telephone Service Act of 1998
(Act) also required CMRS carriers to provide an annual E911 cost estimate report. CMRS
carriers are required to submit to the Board on or before December 31 of each year its estimate of
wireless E-911 costs it expects to incur during the next fiscal year of counties and municipalities
in whose jurisdiction it operates (Section 56-484.11). However, implementation of the Act was
delayed as the Board was not appointed by the Governor until mid-January 1999 and did not
meet initially, until late January while the General Assembly debated two Wireless E-911 bills
relating to funding and administrative matters.

1999 Legislation

An amendment to SB 800 (budget bill) was introduced on behalf of the Administration to seek
more funding for State Police resources in taking calls from new carriers in Virginia. The bill
provided $2,400,000 each year from non-general funds (Wireless E-911 Fund) for the
Department of State Police to improve its capacity to respond to wireless E-911 telephone calls.
Some localities transfer such calls to State Police rather than responding locally, with a resulting
increase in workload for State Police in the Tidewater region of Virginia. The transfer of non-
general funds from the Fund would be required to enable State Police to meet this increased
demand for service until such time that the PSAPs would be ready to take Wireless E-911 calls.
This was estimated at the time to be as early as June 1999 but more likely the end of 1999 or
beginning of 2000. The Wireless Industry lobbied the General Assembly to work out an
arrangement that satisfied all interests. In particular keeping in mind that, while the financial
burden on the State Police to handle a heavy call load before the PSAPs ramped-up, it was
important to maintain the integrity of the Fund. Finally an amendment passed that authorized the
State Police to receive up to $750,000 each year to offset dispatch center operating costs incurred
for answering wireless 911 calls originating in localities for which the Department of State Police
continues to serve as the PSAP for wireless 911 telephone calls. Payments to the State Police are
to be made pursuant to procedures established by the Board. Another bill, HB 1880 was
introduced to make a minor correction to the 1998 Act. In lobbying for the bill in 1998, the
VTIA provided for the wireless E-911 fund to be subject to audit by the State Internal Auditor.
The State advised that the audit function should be with the "Auditor of Public Accounts." The
bill passed.
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Wireless Carriers Finalize Cost Recovery Mechanism with Board

The Board officially met for the first time in late January 1999 and continued meeting through
May along with Virginia PSAPs and CMRS carriers to work out cost recovery guidelines for
PSAPs and CMRS carriers. The Board was very much in favor of soliciting input from carriers
and carriers made a presentation at a meeting providing an overview of 94-102 Phase I and 11
requirements, Cost Overview, NCAS Solution, CAS Solution, LEC Issues and other state
Wireless E-911 Board activities. The Board finalized the PSAP cost recovery guidelines in
March 1999. The Board then met in early May 1999 to complete CMRS cost recovery guidelines
cost estimates that shall include wireless E-911 CMRS costs as defined in §56-484.8, which the
carrier incurs in order to provide wireless E-911 service during the 7/1/1999-6/30/2000 fiscal
year. Additionally, the Board distributed a letter requiring all carriers to begin submitting
remittance collected on monthly bills beginning with the date carriers began collecting
surcharges. The Board adopted a provision that a four-person subcommittee of the Board (the
Chairman, the two PSAP members, and the local government finance officer) will hear
presentations by the carriers regarding their cost. CMRS board members and the LEC board
member will not be privy to carrier cost presentations. Carrier cost presentations are in-person or
via conference call. The Board agreed that: CMRS cost recovery guidelines will not be a
- mandatory format; that the list may not be exhaustive; and that not all line items would be
applicable to all carriers. The Board indicated that they would be interested in having carriers
who have a national pricing plan include in their presentation what the cost would be if the
service were priced on actual Virginia costs. The Board decided that once everything is finalized,
carrier presentations will need to take place no later than September 1. (In VA, cost recovery
will be paid based on estimates. First payments are anticipated being made by Sept. 30th.)
PSAPs must file their cost estimates no later than July 1, and carriers are currently receiving
Phase I request letters from PSAPs.

WASHINGTON

Phase 1 Implementation Status
None at this time.

Cost Recovery Mechanism

~None at this time. The existing $0.25 per month per subscriber wireless 911 surcharge in
Washington is not intended for wireless E911 implementation, according to state officials.

Choice of Technology Issues

None at this time.
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Other Issues
None at this time.
History

No funding mechanism exists to reimburse carriers for implementing wireless E911 at this time.
RCW 82.14B.030(2) authorizes a county to impose a county 911 excise tax on wireless access
lines in an amount not exceeding $.25 per month, with funds going to counties. RCW 38.52.560
passed in conjunction with RCW 82.14B.0303, requires wireless service providers to "provide a
system of automatic number identification "for 911 operators as follows." Neither of these
contain provisions which provide for carrier cost recovery.

In 1998, carriers and PSAPs worked out a compromise bill for cost recovery but it failed to pass
the legislature predominantly because it was seen as a tax increase. Instead they passed Chapter
346, laws of 1998, directing the Department of Revenue to conduct a study on how to implement
wireless E911. Wireless companies were not identified in the legislation as parties to the study
but the Department of Revenue included the wireless carriers upon request.

From 1994 through 1997, counties collected $6.4 million in reported wireless revenues from the
new wireless tax, but the wireless customers did not receive enhanced 911 service. Per 1997 data,
several large carriers that were in operation in 1993 provide ANI service to customers in six
counties at no charge.

A wireless carrier consortium group worked aggressively and sought legislation in a failed
legislative attempt in 1998 and 1999. Legislation in 1999, HB 2050 would have authorized a
new $.45 statewide tax on wireless lines in addition to the $.25 amount which the counties
already impose. The bill failed for several reasons:

(1) The PSAP community argued over how much money would go to PSAPs
and who would comprise the wireless E911 oversight committee.

(2) Some carriers requested inclusion of a provision calling for

special approval of any costs exceeding 125% of a carrier's

contributions to the fund. Some smaller and rural carriers objected

to the inclusion of this provision, expressing a concern as to whether
carriers in high cost, rural areas or new entrants will be able to

achieve full cost recovery.

(3) The 1999 legislative session passed little, if any, controversial
legislation because the Washington House was evenly split between
Democrats and Republicans.

(4) Certain PSAPs argued that wireless providers should provide ANI
"for free" under RCW 38.52.560 while wireless carriers argued that the
statute was preempted by subsequent FCC Order and that "free ANI" was
not required.
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It is anticipated by local lobbyists that there will be several roadblocks to obtaining legislation in
the future. The post 1999 legislative session will entail little, if any, change in the constituency
of the House. Some PSAPs may continue to insist on "free ANI". Some wireless carriers
question how collected revenues have been used to date. Some PSAPs may continue to insist on
a locally controlled fund while carriers want a state administered fund. The PSAPs that agree to a
state-administered fund want veto authority over decisions made by a wireless-PSAP board.
Some carriers want to audit PSAP expenditures of collected wireless E911 funds.

It does not appear likely that the state will enact a cost recovery mechanism in the future and
implementation of wireless E911 will, accordingly, be delayed. Some PSAPs however, are
splintering, and attempting to strike "side deals" to independently purchase wireless E911 with
existing funds. King County is one such example.

WEST VIRGINIA

Phase 1 Implementation Status

None at this time.
~ Cost Recovery Mechanism

West Virginia imposes a $0.94 per month per subscriber wireless 911 surcharge, with 3% of
collected funds dedicated to the purchase of "x-y coordinates equipment” by PSAPs. The West
Virginia Public Service Commission is also investigating the creation of a carrier cost recovery
mechanism, which does not currently exist in the state.

Choice of Technology Issues

As part of the PSC investigation, a state-mandated selection of either CAS or NCAS architecture
is being contemplated.

Other Issues
None at this time.
History

In West Virginia, state law gives each of the state’s 55 counties the authority to determine
whether to or not they will implement an E911 program and the ability to impose a fee upon
consumers of local exchange service within that county.”” Currently, 42 counties have enhanced
landline 911, one has basic landline 911, six counties are in the process of developing a 911
system, and six counties do not have 911 and are not contemplating it in the near future.

7 W. Va. Code § 7-1-3cc(b)
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In 1997, the State Legislature enacted Senate Bill No. 278 that provides for the collection of a
“wireless enhanced 911 (E911) fee” by all CMRS providers from their subscribers, beginning
January 1, 1998. The fee was established at $.75 per month on all wireless subscribers with a
West Virginia area code. The statute requires the public service commission (PSC) to audit and
recalculate the wireless fee every two years." The first audit was conducted by the PSC this
spring and raised the fee to $.94 per wireless subscriber, as of July 1, 1999.

The CMRS providers retain three percent for a billing fee and remit the rest of the fee to the PSC.
The PSC is to disburse the revenue in the following manner: One percent of the revenue is to go
to each county that does not have a 911 system in place as of July 11, 1997 or that has
established a 911 system within the five years prior to the enactment of the “E911 fee.” The
- remainder of the revenue is to be divided among each of the counties on a pro rata basis which is
to be derived from the county’s percentage of total local exchange telephone access lines and line
equivalents in service. Therefore, the formula used by the state to disperse the “E911 fee” is not
tied to the cost associated with providing wireless E911.

Furthermore, according to West Virginia law, counties can use the revenue received from the
“E911 fee” in the same manner as they use the money received for landline 911.” In short, this
means that there is no statutory requirement under West Virginia law that the “E911 fee”
received by a PSAP shall be used for implementing Phase I of wireless E911 and to our
knowledge this money is being used to fund the general operations of the PSAPs. The law does
require that 3% of the funds distributed to a county “shall be set aside in a special fund to be used
exclusively for the purchase of equipment that will provide information regarding the x and y
coordinates of persons who call an emergency telephone system through a commercial mobile
radio service.”” However, no other money is required to be set aside for the delivery of Phase II.

In 1997, the PSC held a rule-making proceeding, as proscribed in the statute, on the collection of
the E911 fee. During the proceeding, the wireless industry raised a number of issues related to
cost recovery. In its order, the Commission concluded that the issue of cost recovery raised by
the commenters in the rule-making proceeding should be addressed in a broader proceeding. On
February 5, 1998, before the Commission initiated its broader proceeding, the West Virginia
Enhanced 9-1-1 Council (E911 Council), filed a letter with the Commission requesting a ruling
regarding Bell Atlantic-West Virginia, Inc.’s (BA-WV) plan to charge individual 911 centers for
the costs associated with tandem switching upgrades necessary to implement wireless E911
service. At the time, it was estimated that the cost for these upgrades would be $200,000 per
tandem or as much as $30,000 per center. The E911 Council claimed that this cost would be
prohibitive for smaller counties and argued that W. Va. Code § 24-6-4(d) requires the carriers to
bear such costs. BA-WYV argued in its response that regardless of the cost recovery mechanism it

'* The fee shall be recalculated “so that it is the weighted average . . . of all of the enhanced 911 fees imposed by the
counties which have adopted an enhanced 911 ordinance. Provided, That the Wireless enhanced 911 fee many
never be increased by more than twenty-five percent of its value at the beginning of the respecification year.” W.
Va. Code § 24-6-6b(c)

1 W. Va. Code § 24-6-6b(d)(2).

2 W. Va. Code § 24-6-6b(g).
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might propose, the Commission could not fairly resolve this matter without the participation of
all other interested parties, including CMRS providers, PSAPs and other LECs. Both the E911
Council and the Commission Staff concurred and recommended that a general investigation be
initiated. Therefore the commission opened Case No. 98-0637-T-GI General Investigation into
the recovery of costs incurred implementing Enhanced 9-1-1 telecommunications service in West
Virginia.

After comments and a hearing in which the wireless service providers participated, the
Commission concluded that a task force should be established to address the complex issues
associated with cost recovery. The task force is to submit a report to the Commission that
includes, but is not limited to, the following items:

e A summary of the status of emergency and enhanced emergency telephone systems in West
Virginia, including the counties with E911 systems.

e An estimate of costs to wireless and wireline carriers needed to make hardware and software
changes necessary to implement E911 service in accordance with the requirements of West
Virginia law and FCC orders and regulations, or whether it is appropriate to require wireless
carriers to recover such costs through their rates and charges.

e A discussion as to whether a separate cost recovery mechanism should be established for
wireline carriers, specifically LECs to implement E911 services throughout West Virginia.
In particular, how cost recovery should be addressed in the Hagerstown LATA, which serves
both Maryland and West Virginia.

e If a cost recovery mechanism should be established for either or both wireless and wire line
carrier, recommendations should be made regarding the form of that mechanism. The report
should provide a summary of cost recovery mechanisms employed in other states.

The Task Force members include representatives from the wireless industry coalition, the wire
line industry, the PSAP community, and the PSC staff. The task force has met six times over the
last ten months. Initially, discussion focused on understanding the two competing technology
choices, CAS and NCAS and who had the authority to make the technology choice: the wireless
carrier, the LEC, the PSAP, or the State. The technology choice has not been resolved yet,
however, the members of the task force decided that it was important to know the relative cost of
each technology before it could move on. As a result, the wireless carriers made a presentation
to the task force suggesting which costs would be recoverable and suggested a method for
disclosing the information considering its proprietary nature. It was agreed that in order to make
a fair comparison and an accurate estimate of the costs for the competing technologies, all
wireless carries should be presenting costs based on the same assumptions. Since some costs are
based on lata, others on the number of counties served, and others on tariffed rates, a complex
workbook was created by the wireless carriers that will allow all carriers in the state to calculate
cost on a uniform basis for each of the competing technologies. The cost of the individual
providers will then be aggregated by attorneys representing each of the interested parties. In
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addition, the PSAPs and LECs have been sent questionnaires regarding their estimated costs
associated with providing wireless E911. Once all the information is collected, the task force
will know approximately how much money will need to be generated in order for the costs to be
recovered.

The task force has begun preliminary discussion on methods of cost recovery. The staff of the
PSC has suggested recovering costs through an increase in carrier’s rates. The wireless coalition
has argued why they believe this approach is not in the best interest of the citizens of West
Virginia. The wireless coalition believes that this approach will reduce wireless competition in
the state. Most of the RSA's still operate under a duopoly structure and in some cases it is a local
rural provider, who only operates in West Virginia, competing against a national carrier. If both
carriers were to absorb the cost associated with delivering wireless E911, the small carrier would
not be able to absorb this cost without substantially increasing its rates. It is estimated that
market penetration rates in West Virginia's RSA's are approximately 10% of the population.
- Therefore, it is anticipated that the rural carrier will have a very small base to spread its cost
over. As a result, it may have to raise its rates dramatically putting it at a competitive
disadvantage. The national carrier has a much larger base to spread its costs over and therefore
its rates would not be affected as much, if at all. In short, the economics of self-recovery could
force one carrier out of business, thus creating a monopoly structure in rural areas.

WISCONSIN

Phase 1 Implementation Status
None at this time.
Cost Recovery Mechanism
None at this time.
Choice of Technology Issues
None at this time.
Other Issues
None at this time.
History
To date, the state of Wisconsin has no wireless E911 statute or cost recovery, and does not assess

a 911 fee of any type on wireless customers. A meaningful legislative attempt was made by the
wireless carriers beginning in early 1998. At that time, a wireless consortium group drafted a
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piece of proposed legislation and sought public safety's approval through their lobbyists. This
culminated in a meeting arranged by US Cellular and Ameritech's lobbyists with the PSAP
community in the summer of 1998.

At that time, the PSAP community committed to provide the industry with feedback and input on
the industry's draft bill. The PSAPs provided no response to the bill until they requested another
meeting between the carriers and the PSAPs in the spring of 1999. A meeting was held in early
April, 1999 in Madison, Wisconsin and attended widely by the wireless carriers and the PSAP
community. At that meeting, the PSAPs gave the wireless carriers their draft bill, an entirely new
bill without providing any comment on the wireless bill that had been pending for comment for
nine months.

In an attempt to move the process along, the wireless carriers agreed to work from the PSAP bill
and provide feedback within a week. The wireless carriers convened amongst themselves and
made changes to the PSAP bill, proposing that 20% of the funding go to the PSAP community
until they demonstrated a need for additional funding. The wireless carriers were prepared to
seek insertion of the bill in the state's budget to seek legislative passage of the bill as soon as
possible. (In Wisconsin, the budget is the only bill considered until the fall legislative session).

The carriers were advised that only consensus measures would be adopted during the budget. In
an attempt to obtain a consensus, the wireless carriers had several discussions with NENA's
leader. They were informed that the funding needs of the PSAP community to implement Phase
I E911were minimal and that 20% would be more than adequate to meet their funding
requirements. In addition, there was an internal dispute among APCO, NENA and the sheriffs as
to how the division of funding would work and be distributed amongst themselves. The industry
offered to permit language in the draft legislation to address the PSAPs concerns that would
allow for the later creation of administrative rules to address the distribution of funding at the
PSAP level. This suggestion was not pursued.

In addition, a sheriff from Milwaukee, Wisconsin encouraged the PSAPs to refuse to agree to
any consensus legislation until after a PSAP meeting scheduled for the summer of 1999. Due to
lack of a consensus, the wireless carrier legislative effort was stalled until the 1999 fall
legislative session.

WYOMING

Phase 1 Implementation Status
None at this time.

Cost Recovery Mechanism

. None at this time.
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Choice of Technology Issues
None at this time.

Other Issues

None at this time.

History

Wyoming does not currently have a statewide wireless E911 program and a mechanism for cost
recovery, nor is there a current effort to establish such a program in Wyoming.
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An Audit Report on the Statewide 911 System
July 1998

Overall Conclusion

The statewide 911 organizational structure consisting of state, regional, and
local govermmental entities is inefficient. Overiapping 9?11 service
responsibliities have resuited In duplicative administrative costs. In addition,
curent purchasing and revenye collection activities are not cost-effective.
The entitles recelve an estimated $94 million of annual 911 revenue. We
estimate that $29.2 millon (31 percent) of 911 revenue could be soved
annually. Local govemments also provide addifional funding for emergency
services. We estimate that local governments could save $34.2 million.

Improvements are also needed for contract administration, financlal reporting.,
fixed asset controls, performonce management, and oversight policies.

Key Facts and Findings

» Regional consolidation of administrative, call taking, and dispatching
functions would eliminate $19.1 million (33 percent) of annual duplicative
state and iocal expend!tures. Local govemments could realize additional
annual savings of $34.2 millon in reduced personnet expenditures.

* An effective contract administration process has not been implemented. A
competitive procurement process would save $9.1 million (40 percent)

annually. A comprehensive plan for the $29.8 milllon rural addressing

¥ program was not developed. The program is three years behind schedule

g and 37 percent over budget, We identified $477,746 (15 percent) of

questionable expenditures out of $3.2 million tested.

+ Fittesn of 24 regional Councils of Government did not consistently report
911 revenue in accordance with generally accepied accounting
principles. The revenue collection process does not ensure that maximum
funding is avaliable. The 911 system loses $1.03 miliion annuatly because of
Inadequate collection policies and practices. Additionally. the fixed asset
controls, performance management systems, and oversight policies could
ve improved.

« The comblined efforts of state and local governments have resulted in
statewide 911 service implementation. Texas is one of only 15 states with
statewide coverage.

Contact
Susan Riley, CPA, Audit Manager, (512) 4794700

..........

Office of the State Auditor

Lawrence F. Alwin, CPA

This audit was conducted in accordance with House Bill I, Article I-29, Rider 2.
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D ééuﬁvé Summary

he statewide 911 organizational

structure consisting of state,
regional, and local governmental
entities is inefficient. Overlapping 911
service responsibilities have resulted
in duplicative administrative costs. In
addition, curreat purchasing and
revenue collection activitics are not
cost-effective.

.. ‘1 Ny

The entities receive an estimated $94
million of annual 911 revenue. We
estimate that $29.2 million (31
percent) of 911 revenue could be
saved annually. Local governments
also provide additional funding for
emergency services. We estimate that
local governments could save $34.2
million.

We also found opportunities to
improve operations at the Advisory
Commission on State Emergency
Communications (Advisory
Commission) and the Councils of
Governments (Councils). Arcas
needing improvement include contract
administration, financial reporting,
revenue collection, fixed asset
controls, performance management,
and oversight policies.

The combined efforts of state and local
governments have resulted in the
development of statewide 911 service.
Texas is one of 15 states with
statewide coverage. Of the 254
counties, 192 have implemented an
enhanced level of service. The
remaining counties are scheduled for
upgrades by 2000.

Consolidate Administrative
Entities

Overlapping 911 service
responsibilities between 67 of 75
regional and local eatities have
resulted in duplicative administrative
costs of over $4.9 million (36 percent

! T TCTLACTIATL At /17 LT s /rT7 LY AL €7 ¢ ImAt)

of total administrative costs), Our
review identified opportunities for
increased efficiency through regional
consolidation of the following
functions and processes:

¢ Executive manageroent

* Fiscal services

* Management information services

* Equipment

procurement/maintenance

Public education and training

* Customer database management

* Geographic information system
services

* Rural addressing services

Consolidate Public Safety
Answering Points

The State’s 570 public safety
answering points (Answering Points)
are not efficiently organized. The
Answering Point network evolved
through local government initiatives
without any central coordination. The
criteria for establishing an Answering
Point did not include any consideration
of efficiency. Consequently, the 570
Answering Points incur duplicative
costs for equipment, maintenance, and
personnel.

The elimination of duplicative
expenditurcs would result in estimated
annual cost savings of $14.2 million
(32 percent of equipment costs). Local
governments could realize additional
annual savings of $34.2 million in
reduced personnel expenditures.

implement Contracs
Administration and Planning
Processes for 911 Service
Provislon

Neither the Advisory Commission nor
the Councils have implemented
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Executive Summary -
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effective coutract administration
processes for $96 million spent since
fiscal year 1993. The Advisory
Commission has not developed a
competitive procurement policy to
casure that services and equipment are
obtained at the best available price. A
competitive process could save $9.1
million (40 percent of equipment
costs) annually.

The Advisory Commission did not
implement a comprehensive plan for
the $29.8 million rural addressing
program. The program is three years
behind schedule and 37 percent over
the initial budget. Our review
identified program weaknesses at 27 of
38 (71 percent) local governments
tested. We identifie! $477.746 (15
percent) of questionable expenditures
out of $3.2 million tested.

Ensure that Financial
Reporting Complies With
Generally Accepted
Accounting Principles and
Guldelines

Fifteen of 24 Councils did not
consistently report 911 revenue in
accordance with generally accepted
accounting principles for fiscal years
1993 through 1996. The fmancial
statements include misclassifications
for reveaue, deferred evenue, and
fund balance.

The misclassifications averaged 172
percent of the fund balance reported
by the Councils. Consequently, readers
of the financial statements could have
been misled about the financial
condition of the Councils’ 911

programs.

improve Management
Controls

The Councils’ revenue collection
process does not ensure that maximum
funding is available. The 911 system
loses $1.03 million annually because
of inadequate collection policies and
practices. State statutes allow the local
exchange carriers to keep fees for 60
days. Coansequently, the Councils lose
$316,194 of interest revenuc ecach
year. The late payment policy was not
enforced in fiscal year 1998.
Consequently, $719,703 of annual
delinquent penalties was not collected
from the carriers.

None of the 24 Councils have
adequate controls to easure that all of
the $66.1 million of property and
equipment procured since fiscal year
1995 is safeguarded. The Advisory
Commission has not developed
performance measures that gauge the
quality of 911 service. The Advisory
Commission’s composition
requirernents do not ensure that all
members avoid potential conflicts of
interest.

Summary of Management'’s
Responses

The Advisory Commissic.i takes its
responsibilities very seriously, as it
does this State Auditor (SAO) review
of the Texas 9-1-1 system. The SAO
has identified a number of areas in the
system that can be improved and
strengthened. The Commission, within
the limits of its authority and
resources, is committed to addressing
those areas.

The Councils and the Texas
Association of Regional Councils also
submitted management responses.
Some Councils do not concur with the
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Executive Summary

financial reporting and contract determine the adequacy of selected

administration findings. management controls, and to
determine the efficiency of the 911

The responses can be found on page administrative system. The scope of

25. the audit included a review of financial
and management controls at the
Advisory Commission and all 24

Summary of Audit Objectives | Councils.

and Scope

Our audit objectives were to conduct a

financial audit of 911 revenues, to
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Section 1:

Opportunities Exist to Improve Statewide 911 Service

The combined efforts of state and local governments have resulted in the development
of statewide 911 service. Texas is one of only 15 states with statewide service (see

Figure I).

Figure 1

911 Service Coverage

Sourcs: Minnesota Department of Administration - June 1998

However, the piecemeal evolution of 75 admmistrative entities and 570 public safety
answering points created system inefficiencies. Regional consolidation of
administrative, call taking, and dispatching functions would eliminate $19.1 million of
annual duplicative expenditures. Local governments could save an additional $34.2
million annually in reduced personnel expenditures.

Municipalities started the 911 system in the 1970s. Initially, they operated only
within their incorporated limits. During the 1980s, the creation of Emergency
Communication Districts (Districts) expanded services into 24 metropolitan areas. In
1989, the 70th Legislature took steps to extend 911 service to the entire State. This
legislation:
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AT r TPYLALTIATL At /T T LT N ILT LY AZ 2T p Tmar) ANTT FEIATIC 1 1AA AUAAR WaunN WA
! At




08/14

/98 NON 11:55 FAX 9 77035333539 GOVERNMENT RELAT10NSMCMT @010

T PN

This page intentionally left blank.

PAGE 4 AN AUDIT REPORT ON THE STATEWIDE 911 SYSTEM JULY 1998

TT 1 TZTLACINATL A /17 LT 1 /R7KT NL £7 'L fan1) NATT7_CCIL7IA 1134 aunTT wdul WAuJ




09714/33 MON 11:39 FAX 9 7703933999 CUVERNMENT RELATIONSMGNT @011 .

. Gave the Advisory Commission on State Emergency Communications
(Advisory Commission) responsibility for statewide 911 service

. Added the State’s 24 Councils of Governments (Councils) as regional
administrative entities

J Allowed both Districts and municipalities to operate as originally created

Saction 1-A:
Consolidate Administrative Ent'tles

The statewide 911 arganizational structure is inefficient. Overlapping 911 service
responsibilities between 67 of 75 regional and local entities have resulted in
duplicative admmxstranve costs of $4.9 million a year (36 percent of total
administrative costs).! Regional consohdanon of the following functions and
processes would increase efficiency:

Executive management

Fiscal services

Management information services
Equipment procurement/maintenance
Public educstion and training

Customer database management
Geographic information system services
Rural addressing services

Regional consolidation could reduce the service fees paid by citizens and businesses.
The savings realized through regional consolidation could also provide opportunities
for improving service by transferring administrative funds to upgrade technology and
equipment. The administrative burden on city governments could be reduced.
Uniformed police officers currently performing administrative duties could be
reassigned to primary law enforcement duties. By reducing the complexity of the
current administrative system, the ability to plan and manage the statewide system
could be improved.

The pumary disadvantage o1 regional consolidation is reduced local contro! over 911
system administration and service delivery.

The 911 organizational structure consists of 24 Councils of Government (Councils),
24 Emergency Communication Districts (Districts), and 27 Home-Rule Cities (Cities).
The Advisory Commission is a state agency responsible for the implementation of the
statewide 911 service. The Advisory Commission examines regional plans submitted
by the Councils and allocates funds for 911 service operation. The Advisory

! The cost-Savings estimate is derived from an analysis of the Councils and the Emergency Communications Districts. Due to a
lack of available financial information, the Home-Rule Cities were not included in the estimate. Actual savings from regional
consolidation should exceed the estimated amount of $4.9 million.
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Commission does not have statutory authority over the Districts' or the Cities’ 911
operations.

All 24 Councils are responsible for developing 911 services for municipalities and
counties within their regions. However, all 24 Districts and 27 Cities also provide 911
services to counties and cities within the boundaries of 16 Councils. The
administrative services performed by the 16 Councils overlap with Districts' and
Cities’ administration. As a result, duplicative administrative costs of $4.9 million
between the Councils, Districts, and Cities are incurred annually.

Local Govemment Code, Section 391.001 (b), requires the Councils to “eliminate
duplication, and promote economy and efficiency in the coordinated development of a
region.” Sixteen of 24 Councils cannot accomplish the statutory requirement because
of the duplicative administrative services provided by the Districts and Home-Rule
Cities.

The Councils have partially accomplished the statutory requirement. Eight Councils
already serve as the sole administrator of 911 services within their regions. The
Councils also administer Aging, Economic Development, Environmental Resources,
and Housing programs. Since the Councils assumed these responsibilities, the
creation of additional administrative entities for each individual program area was
unnccessary. The duplicative expenditures needed to support additional
administrative entities were avoided for these programs.

The Districts were established under tho Health and Safety Code, Chapter 772, and
operate autonomously from the Councils. The Districts are govemned by a Board of
Managers and employ administrative staff to provide the 911 service. The respective
municipal governments operate the Home-Rule Cities’ 911 services. The Cities
employ civilian staff and uniformed law enforcement personnel to administer the 911

program.

Section 1.8:
Consolidate Public Safety Answering Points

The State’s 570 public safety answering points (Answering Points) are not efficiently
orsanized. The Answering Point network evolved through local government
ini.aives without any central coordination. The criteria for establishing an
Answering Point did not include any consideration of efficiency. Consequently, the
570 Answering Points incur duplicative costs for emergency communications
equipment, maintenance, and personnel. The climination of duplicative expenditures
would result in estimated annual cost savings of $14.2 million (32 percent). Local
govemnments could realize additional annual savings of $34.2 million in reduced
personnel expenditures (see Tablc 1).
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Table 1
[ Recommended Estimated Estimated Savings
Answering Point Cplions Numbaet of Equipment by Local
Answeting Points Savings Govemment
One for eoch county pius one additional for.
every 120,000 cltizens (per county) 334 $8,113,931 $19.484.473
One for each county with an existing
" g Point 239 $11,380,132 $§27.327,799
One for every 120000 cftizens 156 $14,268,141 $34,262,951
One per region 24 $18.772060 $46,078.485
One for Texas 1 $§19.562.825 $46.977.395
The following comparative results indicate an excessive number of Answering Points
operating in Texas:
. The number of Answering Points operating in Texas (570) exceeds all of the
states (per population) included in the comparnison (see Figure 2).
. About 54 percent of the Answering Points reported less than 10 emergency
calls per day in fiscal year 1997. Only 3 percent reported more than 100 calls
per day (see Figure 3).
Figure 2 Figure 3
Number of Answering Points Answering ::‘g:yc‘" Volume
{Basod on Texas Population)
Lees than 10
o

Points

Tumber of Anawsring

100

of 911 service:

2 Denco Area 9-1-1 District, Combined Resources Feastbilfty Study, The Warner Group, May 1994
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Answering point consolidation studies indicate improved efficiency and effectiveness

. The Denco Area 911 District (Lewisville, Texas) conducted 8 Combined
Resources Feasibility Study in 19942 The results included projected cost
savings of up to $3.1 million for a six-year period. Expected improvements in
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911 service effectiveness included increased public responsiveness;
alleviation of call taker/dispatcher workload; and improved coordination,
communications, and information access.

. The Minnesota Office of the Legislative Auditor conducted a “Best Practices
Review” of 911 public safety dispatching in 1998.% The review identified
benefits of Answering Point consolidation that included cost savings,
upgraded technology and equipment, and a reduction of redundant functions.

. The Wisconsin Legislative Audit Burcau conducted a “Best Practices
Review” of 911 services.in 1997.* The review identified the potential
beaefits of Answering Point consolidation. The benefits included cost savings
in personnel, telephone equipment, computer equipment, computer-aided
dispatch systems, radios and paging equipment, and space and maintenance
costs.

The studies also identified the following potential disadvantages of regional

consolidation:

- Cost savings are dependent on the ability to reduce personnel and combine
systems.

. Answering Point location is subject to political issues regarding perceived

ownership and control.

. The need for cooperative development of new management structures,
operational policies, funding and cost sharing agreements between various
levels of government is increased.

Section 1-C:
Himinate Increased Costs Resulting From Additional 911

Adminisirative Enfities

The creation of additional administrative entities will increase the inefficiency of the
smaicwide 911 network. The inefficiencics could increase demand for equalization
surcharge revenue. Additionally, fecs paid by citizens may increase.

For example, the City of Corpus Christi notified the Advisory Comumission of its
intention to create its own 911 administrative entity in January 1998. Consequently,
the remaining entities in the region will require $259,057 of equalization surcharge
revenue provided by the State in 1999.° Surcharge requirements for the next four
years are estimatad at $1.3 million. The region did not require any surcharge during
the nine¢ years prior to Corpus Christi's withdrawal.

3 Minncsota Office of the Legislative Auditor, /-1 Dispatching - A Best Practices Review, April 1998
* Sute of Wisconsin Legislative Audit Bureau, A Best Pracrices Review: 911 Services, July 1997
Advisory Commission on State Emergency Communications, Strategic Plan projection, July 1998
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Health and Safety Code, Section 771.071, limits the fee charged by the Councils to 50
cents a month per line. However, this statute does not apply to Home-Rule Cities.
Consequently, at least 14 of 27 Home-Rule Cities exceed the rate charged by

Councils,
Recommendation:

A review of the statewide 911 organizational structure by a legislative committee
should be considered. The review would provide the Legislature with necessary
information to determine the most efficient and cffective 911 service delivery system.
The review could consider the financial and customer service implications of regional
consolidation of the 911 administrative system, Answering Points, and dispatch

functions.

The Advisory Commission should perform a feasibility study of 911 service regional
consolidation. The study should determine the most efficient and effective regional
entities to perform 911 service. The Advisory Commission should coordinate with the
Councils, Districts, and Home-Rule Cities to develop a comprehensive plan for
administration and service delivery. The plan should be submitted to the legislative
committee for consideration. ‘

Section 2
Implement Contract Administration and Planning Processes for 911

Service Provision

Neither the Advisory Commission nor the Councils have implemented effective
contract administration processes for $96 million spent since fiscal year 1993. The
Advisory Commission has not devcloped a competitive procurement policy to ensure
that services and equipment are obtained at the best available price. A compeditive
process could save $9.1 million (40 percent of equipment costs) annually.

The Advisory Commission has not implemented relevant contracting guidelines or
provided training to the Councils. Consequently, the Councils do not have ~dequate
contra s or monitoring pror=sses for services carricd out by local governments and
private contractors. Without an cffective contract administration process, the risk that
funds might be misspent or deficient services provided is increased. (See Appendix
2.1 for individual Council audit results.)

Secfion 2-A:
implement a Competitive Procurement Process for Ali 911

Equipment and Services

The Advisory Commission has not implemented a policy to ensure that the $96
million worth of equipment and services procured since 1993 was obtained at the best
available price. The current policy allows procurement from the local exchange

PAGE 10 AN AUDIT REPORT ON THE STATEWIDE 911 SYSTEM JULY 1908
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carriers without 2 competitive process. Consequently, 23 of 24 Councils did not use a
competitive process.

e The Houston-Galveston Area Council (Houston Council) used a competitive

‘*- procurcment process in fiscal year 1998. The results of the competitive process
indicate that the Houston Council will save an average of $819,048 (40 percent)
annually over the prices offered in the non-competitive process. If this rate were
applied to the other 23 Councils, annual savings would be $9.1 million.

The prices for cquipment and services obtained from the carriers are determined
though the tariffs process by the Public Utility Commission. Since der:gulation of the
telecommunications industry occurred in 1995, vendors other than the carriers can
now offer 911 equipment and services in a competitive market. Because of increased
competition between vendors, the Councils can use a competitive process to ensure
the best combination of price and quality.

The Advisory Commission implemented a process to increase the efficiency and
effectiveness of 911 services. The Advisory Commission and the General Services
Commission issued a Request for Offer in March 1998 for database and nctwork
services. Carriers are currently providing these services at regulated prices. The
process takes advantage of new technology and the competitive market.

Section 2-8:
Establish Planning and Control Processes Prior to Spending Funds

The Advisory Commission did not implement a comprehensive plan for the $29.8
million rural addressing program carried out by local governments and private
contractors. Instead, the Councils assumed primary planning responsibilities for the
program. However, 15 of the 16 Councils reviewed did not prepare a formal program
plan. The program is three years behind schedule and 37 percent over the initial
budget. (See Appendix 2.2 for individual council audit results.)

The Councils did not ensure that local governments and contractors possessed
adequate expertise prior 1o providing funds. The Councils were not required to justify
costs reimbursed by the Advisory Commission. Consequently, regional costs vary
from 75 cents to $20.34 per citizen (see Figure 4). Some costs are dependent upon
couperation between the public, carricrs, and the U.S. Postal Service. Different levels
of cooperation may account for some of the disparity in regional costs,
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Costs at 24 Councils of Govemmant

However, our review identified program weaknesses at 27 of 38 (71 percent) local
governments tested. We identified the following $477,746 (15 percent) of
questionable expenditures out of $3.2 million tested:

The Permian Basin Regional Planning Commission (Commission) remitted
$152,394 to its 14 counties during fiscal year 1997 for unsubstantiated costs.
Management stated that the counties were instructed to submit invoices for
the remaining state funds, although actual costs had not been incurred.
Advisory Commission Rule 251.3 states that reimbursement payments will be
made after actual costs have been incurred. Two of three counties tested have
excess cash balances of $88,149, with no plan for the use of these funds.

The Commission reimbursed Glasscock County for $7,785 of computer
equipment that is not being used for addressing services. The compu.:r was
physically located in the pcrsonal residence of the County 911 Coordinator.
The equipment was in poor condition with a variety of children's games
installed on the computer. The most recent addressing data that could be
found was dated February 16, 1994,

The Deep East Texas Council of Government (Council) did not use a
competitive procurement process for $114,000 of contracted services
provided by a private vendor. The Advisory Commission’s Rule 251.3
requires competitive procurement. The contracts were subsequently cancelled
after the vendor received §90,100. The cancellations occurred because the
vendor was unable to provide consistently accurate rural addressing
information. The Council incurred additional costs of $46,294 (0 complete
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the work that should have been completed by the vendors. No attempt was
made to recoup the lost funds.

. The North Texas Regional Planning Commission (Commission) paid $69,974
to counties for deficient addressing services. Management stated that neither
the Commission nor the counties possessed the expertise to determine the
quality of the vendor’s performance. No attempt to recoup the funds from the
contractors was made.

The Commission paid Clay County $31,577 for addressing services that were
not provided. The Commission paid the entire salary and benefits of the
County addressing coordinator. The coordinator did not perform any
addressing activities.

The Commission reimbursed Montague County employees $21,985 for rural
addressing activities without verifying the validity of the costs. The Couaty
routinely receives reimbursement for 5.5 hours each day for the salary of the
addressing coordinator, regardless of the amount of time actually spent on
rural addressing services. The County Treasurer stated that this method was
used to ensure that all of the available addressing funding provided by the
Commission is depleted.

. The Texoma Council of Governments paid $57,637 to counties for deficient
rural addressing services provided by a private contractor. The counties could
not use the work completed by the contractor, and the contract was
subsequently cancelled. No attempt to recoup the funds from the contractor
was made.

Section2-C:
Execute Contracts That Ensure Ascal Accountabllity and

Quality Performance

None of the Councils has adequate contracts for the $34.6 million spent for services
and equipment in fiscal year 1997. The Advisory Commission has not developed
contact guidelines or provided contract provision training to the Councils. Ten
Councils do not bave contracts for both 91 |-service provision and addressing services
camied out by local governments and private contractors. The rernaining Councils’
contracts do not include all necessary provisions. Without adequate contracts, the
Coungcils cannot hold providers accountable for delivery of quality services or prevent
inappropriate use of public funds. Our review of the contract provisions identified the
following deficiencies:

. The Councils’ contracts lack financial provisions that ensure funds are spent
sppropriately and 911 property and equipment is safeguarded. Somec
contracts did not include provisions that define allowable and unallowable
expenditures or reimbursement procedures. Provisions that require
compliance with Uniform Grant Management Standards and all applicable
laws and regulations are not present in all contracts. Additionally, provisions
allowing monitoring and access to financial records and equipment by
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oversight entities are not included in all contracts. Without these provisions,
the Councils’ ability to prevent, detect, and recover misused funds is
adversely cffected.

. The Councils’ contracts lack performance measures 1o evaluate the providers’
results. None of the contracts includes outcome, output, or efficiency
measures. Statements defining performance evaluation and penalties for
unsatisfactory performance have not been developed. Without clearly defined
cxpectations, substandard services could be delivered and accepted.

Section 2-D:
Establish a Formal Monltoring Process for Service Providers

The Advisory Commission has not developed monitoring guidelines or provided
training to the Councils. The Councils have not implemented a formal monitoring
process for services carried out by local governments and private contractors.

Without an effective monitoring process, the Councils cannot determine the quality of
services or prevent inappropriate use of public funds. Uniform Grant Management
Standards require a monitoring process that ensures performance goals are achieved.
Our review of the Councils’ monitoring efforts identified the following weaknesses:

. Standard policies and procedures have not been developed for financial and
petformance menitoring of service providers. Policies and procedures
increase operational understanding and ensure consistent processing of
recurrent tasks.

o No tormal risk assessment process is used to determine the nature, timing, and
extent of monitoring efforts. Risk asscssment helps focus limited monitoring
resources on those providers who would benefit from assistance.

. No standard criteria for evaluating provider performance have been
developed. Standardization would allow management to track and gather
performance data. The data could be used 1o analyze operations to improve
quality and efficiency.

. An ongoing assc.sment of the service providers’ ability to safeguard
equipment is not performed. The Councils did not review the independent
sudit reports, or gain an understanding of relevant controls before transferring
custody of equipment. Knowledge of the providers’ controls can determine
the extent of monitoring needed to ensure that equipment is safeguarded.

The Advisory Commission required project narratives, cost-estimate worksheets, and
budgets prior to remitting funding for the rural addressing program. However, no
monitoring procedures exist to ensure the accuracy of program information.
Consequently, the information cannot be relied upon by decision-makers.

For example, the 911 Program Director at the Deep East Texas Council of
Governments assumed duties in 1997. The Program Director reassessed all
addressing activities and determined that the percentage of completion for some
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counties was incorrect. According to a 1995 status report, Sabine County had
completed its Master Street Address Guide (MSAG). However, a 1998 staws report
showed that this MSAG had not even been started.

In Nacogdoches County, the 1995 status report indicated that the MSAG had been
completed. The 1998 report showed that the MSAG had not been developed, none of
the roads had been named and numbered, and only 15 percent of addresses had been
verified.

Although the extent of monitoring varies, some Councils do perform informal
monitoring of the Answering Points and addressing providers. Regular site visits are
conducted to ensure that equipment is operating properly. Some Councils use
standard checklists to document visit results and review invoices before costs are
reimbursed.

Recommendation:

The Advisory Commission should amend the procurement policy to require a
competitive vendor selection process for all 911 equipment and services. The
Advisory Commission should provide guidance to the Councils for implementing an
effective competitive selection process. The Councils should implement a
competitive selection process for all future 911 equipment and services procurements.

The Advisory Commission should provide comprebensive contract administration
standards, guidance, and training to the Councils. This effort should include model
contracts that include all relevant provisions to ensure accountability and quality
services. The Councils should tailor the model contracts to reflect the characteristics
of the local operating environment. The model contract should include the following
financial and performance provisions:

. Requirements for provider financial reporting

. Requirements allowing oversight entities to access and monitor provider
: financial records

. Definitions of allowable and unallowable expenditures
d Procedures for provider reimbursement of unallowable expenditure of funds

. Requirements to ensure the safeguarding of 911 property aud equipment

. Requirements for compliance with Uniform Grant Management Standards
and all applicable federal, state, and local laws
. Specific statement of work to be performed by the provider
. Requirements for the provider to meet performance standards
JuLy 1998 AN AUDIT REPORT ON THE STATEWIDE 911 SYSTEM PAGE 15
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. Statements defining performance evaluation and penalties for unsatisfactory
performance

. Requirements for contract modifications and termination procedures
The Advisory Commission should develop comprehensive contract monitoring

standards, guidance, and training to the Councils. A formal monitoring program
should include the following components:

. Standard policics and procedures for financial and performance monitoring

. A formal risk assessment process

. Standard criteria for evaluating provider performance

. An ongoing assessment of the service providers’ ability to safeguard 911
equipment

. A review of independent audit reports and procedures to ensure that relevant
weaknesses are properly resolved

. Procedures to ensure that monitoring results are considered during the

contract renewal process
. Monitoring reports for executive management

A detailed plan should be prepared prior to beginning any large-scale program. The
plan should include appropriate goals, objectives, budgets, and milestones to ensurc
that the program will be completed within time requirements and budgets. The
Advisory Commission should ensure that appropniate expertise is available to
successfully complete programs. All parties should consider the possibility of
recouping funds lost because of substandard vendor performance.
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Soction ¥:
Ensure that Financial Reporting Complies With Generally Accepted
Accounting Principles and Guldelines

Fifteen of 24 Councils did not consistently report 911 revenue in accordance with
generally accepted accounting principles for fiscal years 1993 through 1996.° The
financial statements include misclassifications for reveaue, deferred revenue, and fund
balance. The misclassifications averaged 172 percent of the fund balance reported by
the Councils (see Figure 5). Since revenue and fund balances were undesstated, the
actual amount of funding available for the 911 program exceeded reported amounts.
Conscquently, readers of the financial statements could have been misled about the
financial condition of the Councils’ 911 programs (see Appendix 2.3 for individual

Council results).
Figure 5
Fund Balance Misclasslifications
30,000,00
Amoum
26,000,000 s ” Misclassified
2 KRy
o 20,000,000 e o e
8  15.000,000
8 ; Reportod
10,000,000 & L~ Fund Balance
5,000,00
Cf L A 3 A 4 .
1993 1994 1995 1996
Fiscal Year

The Councils® financial statements are the only independently verified saurce of

911 program financial information available to decision-makers and interested parties..
Health and Safety Code, Section 771.0725, requires the Public Utility Commission to
monitor the establishment of service rates charged to customers. The Public Utility
Commission uses financial information provided by the Advisory Commission to
determine if service rates are appropriate.

Health and Safety Code, Section 771.056, requires the Advisory Commission to
approve the Councils’ regional plans for 911 service. In making its determination, the

6 All of the Counxils had not closed the accounting records for fiscal year 1997 as of the ficldwork date. Therefore, the fiscal
year 1997 financial statemnents were unavailable for revisw. The Councils were notified of sny deficiencies in financial reporting
from fiscal years 1990 through 1996 and were advised to make the appropriate adjustmonts to fiscal year 1997 financial
sazements.
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Advisory Commission is required to consider the costs of the plan. Without accurate
fiancial information, the risk that the Public Utility Commission and the Advisory
Commission will make inappropriate decisions increases.

Sixteen Councils did not comply with all financial reporting guidelines promulgated
by the Advisory Commission (see Appendix 2.4 for individual Council results).
Consequently, the Advisory Commission does not have consistent financial
information necessary to track and report statewide 911 program revenues. The
guidelines, which were issued to the Councils in November 1996, prescribe controls
for revenues and expenditures. Our review identified the following deficiencies:

. Three Councils incurred expenditures in excess of the authorized budget. The
Capital Area Planning Council also incurred unallowable expenditurcs for
equipment. As of the report date, Advisory Commission staff members were
determining the extent of the noncompliance with procurement policies.
Health and Safety Code, Section 771.056, requires the Advisory Commission
to approve the expenditures included in the Councils' annual plans.

. The annual fiuancial status report was not reconciled to the 911 revenue,
expenditures, and fund balance reported in the financial statements. The
reconciliation is necessary to ensure the accuracy of financial information.

. Service fee revenue was not properly allocated between landline and wireless
sources. The Advisory Commission requires that 70 percent of wireless
revenue be used for equipment capable of handling 911 calls received from
wireless customers. The proper allocation is necessary to ensure that funds
are available for the intended purpose.

Funding Process
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Section 4:

. Interest income eamed from capital recovery and service fee deposits was not
properly allocated to the appropriate account. The proper allocation is
necessary to ensure that maximum funding is available for the intended

purpose

The complex funding process (see Figure 6 on previous page) complicates financial
reporting. The Councils receive reveaue from the Advisory Commission, carricrs.
and wireless providers. The appropriate accounting treatment depends on the source
and type of funding (see Figure 6 on previous page). The Councils are also required
to submit quarterly financial status reports. The accounting treatment for these reports
is determined by Advisary Commission guidelines. A significant an.ount of
employee time is spent implementing process changes and preparing the reports.

Recommendation:

We recommend that the Councils implement the appropriate revenue acoounting
method. The Councils should make any financial statement adjustments necessary to
ensure compliance with generally accepted accounting principles. The Councils
should implement the Advisory Commissions’ financisl reporting guidelines. The
Councils should ensure that all expenditures comply with procurement rules and the
approved strategic plan.

The Legislature should consider amending Health and Safety Code, Sections
771.071(e) and 771.0711(b) to streamline the reporting process and improve the
control environment. All service foe and surcharge revenue should be remitted
directly to the Statc Treasury as general revenue. The Advisory Commission shoutd
allocate funds according to approved strategic plans. All revenue should be classified

as 911 program gramt funds.

Strengthen the Control Environment at the North Central Texas
Council of Governmments

JULY 1998

The North Central Texas Council of Governments (Council) has significant control
weaknesses over financial reporting. The control weaknesses prevented the
completion of audit procedures on two separate audit visits during fieldwork. The
Council cannot provide assurance that funds are spent as intended, assets are
adequately safeguarded, and information is accurately reported. Our review identified
the following deficiencies:

. All audit procedures could not be conducted because the Council’s financial
records were incomplete, inaccurate, or missing. Fiscal year 1997 accounting
records had not been completed as of February 1998, and comgletion of the
annual independent audit is six months bebind schedule compared to prior
years.
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. Financial reporting accuracy could not be verified for fiscal years 1996 or
1997. Discrepancies exist between the Council's general ledger and the
amounts reported to the Advisory Commission for fiscal year 1997. The
funds allocated for capital recovery did not reconcile with either the general
ledger or the capital recovery bank account. The accuracy of fiscal year 1996
financial reporting could not be verified because the Council could not
produce a general ledger.

. The Council did not report program revenue in accordance with generally
accepted accounting principles for fiscal years 1993 through 1995.

. The independent auditor’s report for fiscal year 19967 included findings for
the accounting fanction. The Council experienced turnover in key positions
of its sccounting function while 8 new computer accounting system was
installed. The lack of system documentation adversely affected the Council's
ability to produce timely financial staternents consistent with those produced

in prior years,

Turnover in key positions within the accounting function has continued since
fiscal year 1996. The Director of Administration and the Chief Accountant
left employment during audit fieldwork conducted in 1998.

. The Council did not comply with all financial reporting guidelines
promulgated by the Advisory Commission. Wireless and landline revenues
are commingled with funds from other programs. Financial status reports for
both the first and second quarter of fiscal year 1998 were not submitted as of
the fieldwork date. Additionally, a statement of revenues, expenditures, and
changes in fund balance was not included in the Council's annual financial

report.

Recommendation:

We recommend that the North Central Texas Council of Govemment fill the vacant
accounting positions as soon as possible. All findings from the independent audits
should be resolved. The accounting records for fiscal year 1997 should be comp'=ted,
.| and sny inaccuracies in financial reporting should be corrected. The Council should
complv with the Advisory Commission's financiel reporting guidelines.

Section 5:
Maximize 911 Revenue

The Councils' reveauc collection process does not easure that maximum funding is
available. The 911 system loses $1.03 million annually because of inadequate
collection policies and practices. Health and Safety Code, Section 771.071 (e), allows
the carriers to keep fees for 60 days after the last day of the month. This statute

7 Independant Auditors® Report for the year ended Sepiember 30, 1996, Deloitte & Touche, LLP.
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allows the carriers to earn 60 days of interest on the Councils’ revenues.
Consequeatly, the Councils lose $316,194 of annual interest revenue. Since fiscal
year 1990, the cumuiative amount of lost interest compounded annually is estimated at

$5.9 million.

Audit results indicate that 312 of 589 (53 percent) payments were remitted after the 60
days allowed in the statute. The late payments ranged from 61 to 213 days, with an
average of 67 days. Advisory Commission Rule 255.7 states, "failure to remit fees in a
timely manner may result in late payment penalties to be assessed in the amount not to
exceed $100 a day for each delinquent day.” Neither the Advisory Commission nor
the Councils enforced the late payment policy in fiscal year 1998 Consequently,
$719,703 of annual delinquent pepaltics was not collected.

Recomm

We recommend that the Legislature consider amending Health and Safety Code,
Section 771.071(¢), to eliminate the 60-day allowance for carriers. The carriers
should be required to remit funds via electronic funds transfer, direct deposit, or the
most rapid transfer method available.

The Councils should report all late payments to the Advisory Commission, and all
delinquent penalties should be collected in accordance with Rule 255.7.

Section 6:

Establish Controls to Saleguard Equipment at All Locations

The Councils do not have adequate controls to ensure that all of the $66.1 million of
equipment procured since fiscal year 1995 is safeguarded. Although the Councils
have controls for assets located on their premises, controls are inadequate over
equipment located at the Answering Points. The Advisory Commission has not
developed relevant guidelines or provided training to the Councils.

The Councils lease some equipment from the local exchange carriers. However, 15
Councils have not established ownership for equipment they have purchased. The
Councils have stated that the Answering Points own the equipment. None ~fthe 15
C~uncils prepared transfer-of-ownership documents. The equipment was not reported
in any parties’ financial statements or property records. Without a clear record of
ownership, accountability for the equipment cannot be established (see Appendix 2.5
for individual Council results).

The Councils did not assess the adequacy of controls before relinquisbing custody of
the equipment. Without an understanding of relevant controls, the risk that the
equipment could be Jost or stolen without detection increases. Although the lack of
financial statement reporting limited the extent of audit testing, the following control
weaknesses were identified:

. Property records were not maintained for all equipment.
- Physical inventories of all property and equipment were not conducted.
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Lost or stolen equipment was not investigated.

Equipment was not ragged with identification labels,

Custodial respousibility forms were not prepared for any equipment.
Property records were not reconciled to general ledger.

Responsibilities over property and equipment were not propetly segregated
among employees,

e O o & o

Recommendation:

We recommend that the Advisory Commission establish guidelines and provide
training to the Councils to ensure that all property and equipment is safeguarded. The
Councils should establish ownership of all property and equipinent located within
their respective rogions. Before the equipment is transferred, the Councils should gain
an understanding of the adequacy of the controls. If the decision is made to relinquish
custody to the Answering Points, transfer-of-ownership documents should be prepared
and signed by both parties. The Councils should review the appropriate financial
statements to ensure that the equipment is reported in accordance with generally

accepted accounting principles.

The Councils should monitor the Answering Points to ensure compliance with
required controls. Property records should be maintained for all equipment and
reconciled to the general ledger. The Councils should physically inventory all
property and equipment; all equipment should be tagged with identification labels.
Lost or stolen equipment should be investigated. Custodial responsibility forms
should be prepared and assigned to employees. Responsibilities over property and
equipment should be properly segregated among employees.

Section 7:
Implement Useful and Accurate Performance Measures

for 911 Service

The Advisory Commission has not developed performance measures that gauge the
quality of 911 service. Health and Safety Code, Section 771.051, requires the
development of “minimum performance standards for equipment and cperation of 911
service." The Advisory Commission's performance management system does not
nclude useful measures for 911 service such as:

Emergency Service Response Times

Percentage of Emergency Calls Answered within Standards
Percentage of Unanswered or Lost Emergency Calls
Emergency Call Volume at Public Safety Answering Points
Percentage of Calls Not Requiring Emergency Services
Total Cost per Emergency Call

Number of 911 Equipment Malfunctions

Percentage of Callers Satisfied with 911 Service

The Advisory Commission has implemented performance measures that provide
information on technological improvements, funds spent for systems, and public
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education efforts. However, the following audit results indicate that the performance
information collected for three perfonmance measures was not reliable:

) The performance measure results for "Total Number of People Reached with
Public Education Jtems” are not reliable because the results were based on an
estimate instead of the actual number of people reached. The measure
definition does not allow estimation in the results calculation.

. The performance measures results for “Fees and Equalization Surcharge
Allocated to 911 Implementation,” and “Fees and Equalization Surcharge
Allocated to County Addressing Projects™ are not reliable. The reported
results were understated by over 20 percent. '

Recommendation:

The Advisory Commission should develop performance measures that provide
information on the quality of 911 services provided. The results can be used to
determine opportunities for improved 911 service.

The Advisory Commission should provide the Councils with guidance and training to
ensure that performance results are accurately reported.

Section 8:

Amend the Composition of the Advisory Commission

The Advisory Commission’s composition requirements do not ensure that all
members avoid potential conflicts of interest. Health and Safety Code, Section
771.03), requires that 3 of 16 members be representatives from each of the three
camiers that serve the most local access lines. The three carriers are also the primary
vendors for $96 million of 911 equipment and services procured by the Councils since
1993. The Advisory Commission’s powers include allocating funds for the Councils’
procurement of 911 equipment and services. As Advisory Commission members, the
carrier representatives have the opportunity to influence procurement decisions that
other vendors do not have.

The Office of the Attorney General has issued opinions regarding conflicts of
interest.® The opinions generaily preciude a state agency from making purchases from
a company that has a representative serving as a Commission member. The Attomey
General’s oginion also concluded that recusal does not generally waive this
prohibition.

The statute also requires that the Executive Director of the Texas Association of
Regional Councils serve as a Commission member. The Executive Director receives

s Texas Atiorney General IM-817 (1987) at 2, IM-671 at 2; IM-671 at 3; IM-424 (1986) at 4; H-624 (1975) at 2:Letter Opinion
92-52 (1992) at 3; sec Meyers v. Walker, 276 S.W. 305, 307 (Tex. Civ. App.-Eastland 1925, no writ)

Texas Anorney General Letter Opinion No. 93-12 (1993)
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Recommendatiop:

conflicts of interest.
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direct compensation from the Councils for duties related to this position. Asa
Commission member, the Executive Director has the responsibility of approving the
Councils' regional plans. Since the Director receives compensation from the
Councils, the appearance of a conflict of intarest exists,

The Legi_slature should t_:onsidcr amending Health and Safety Code, Section 771.03 1.
The Avisory Commission should be composed of members without any potential
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Managements' Responses

The Advisory Commission’s and Councils' responses are from their Executive
Directors. The Texas Association of Regional Councils’ response is from its
President.

4 Advisory Commission On State Emergency Communications ¢

intvoduction

The swtewide, administrative infrasmructure in Texas is a reflection of the growth and
development of 9-1-1 services throughout the state. As described in ACSEC's
Strategic Plan, Sunset Self-Evaluation Report and elsewhere, the first 9-1-1 programs
in Texas were inltiated by municipalities desiring to improve emergency response
services. In the state's larger metropolitan areas, {t soon became clear that access to
emergency services needed to be consistent and better coordinated. Based upon local
initiative and legislative enabling action, the result was the crearion of emergency
communication disericts, intergovernmental political subdivisions of the state
designed 10 insure consistent access o 9-1-1 throughout the metropolitan areas
involved. Ultimately, the Legislature saw benefit in insuring that such access existed
throughout the state and created the state program, along with the Advisory
Commission operating through the state s twenty-four regional planning
commissions. For the more rural parts of the state, the program was voluniary, and
allowed 9-1-1 administrative entities, both districts and cities already in place to
continue to operate as originally created.

The public's perception of 9-1-1 is not limtted to the 9-1-1 call that starts the process.
Indeed, when asked, most people will describe 9-1-1 as a combination of telephone
service and emergency response—in other words, doth the call for help and the
ambulance that arrives at the front door. From the standpoint of public policy and
service delivery, however, the components of 9-1-1 service can be quite distinct. The
delivery of emergency service is traditionally a local governmental service. How that
service is delivered, how efficient it is, and how much it costs are individual local
governmental responsibilities. The access to that service, on the other hand, raises
issucs of intergovernmental consistency and delfvery. The basic idea of 9-1-1—i.e.,
“one nation, one number “—is founded on the belief that a consisient w..; to request
help minimizes public confusion (in a time of stress) and is the most effective way to
initiate the process. The results are regional and state programs designed to insure
that congruity. Where the line is drawn between the “delivery of a 9-1-] call” and the
resulting emergency service—between what is an appropriate regional and/or stuate
service and a local governmental responsibility—is truly a matter of public policy.

The environment in which 9-1-1 takes place has greatly changed from its inception
twenty years ago. The relatively simple 9-1-] technical solutions that worked well in
the beginning, can no longer accommodate today 's telecommunications market that
includes, for example, growing numbers of local service providers, multiple area code
splits, telephone number portability, wireless and the like. Everything has changed.
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Today, complau'?' Is the “name of the game,” and 9-1-1 must be prepared to address
that complexity.'

The Advisory Commission takes its responstbilities very seriously, as it does this State
Auditor (SAO) review of the Texas 9-1-1 system. The SAO has identified a number of
areas in the system that can be improved and strengthened. The Commission, within
the limits of its authority and resources, is commirted to addressing those areas.

Comsolidate Adminisfrative Enfities to improve the Efficlency and Eftectiveness
of 9-1-1 Service

Comment:

Administrative and planning structure, along with intergovernmental/consolidated
delivery mechanisms directly reflect the public policy issues described above. The
Advisory Commission s enabling statute in 1987 was designed in part to limit growing
9-1-1 administrative complexity. Without that statute, there would be many more such
entities today then there are.

The Advisory Commission feels very strongly that, with enactment of the state 9-1-1
program, the Legislature intended to not only provide the basis for consistent and
standard statewide emergency communications, bus 10 simplify its implementation as
well. While acknowledging the role and contributions of existing 9-1-1 entities, the
statute clearly put an end to new, independently operating agencies, and generated an
intergovernmental process designed to support the universal nature of the service.
Entities leaving the program at this point 1o operate independently would move away
from that direction and create a substantial drain on Equalization Surcharge revenue.

es e 1o omm tio

The Commission is Sensitive (o these issues, keeping in mind that the operation of
public safety answering points is a function and responsibility of Texas'’ 1200 cities
and 254 counties. Indeed, the Denco Area consolidation study refererced in the audit
was partially funded by the Advisory Commission.

Action:

While the Commission’s ability 1o effect the kind of change described in the report is
limited by its authority, the Advisory Commission will immecdiately organize a task
Jorce composed of representatives of Councils, home rule cities and districts to
examine the issues involved, and the opportunity fo move to more cost-effecrive and
efficient emergency service delivery systems. The insent of that effort is to not only
explore such options in a more directed and focused fashion, but to assist the

10 The State’s Poison Control Network is an example of how change in siructure and tecknology can benefit an emergency
service.
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legislature, as well. in whatever review of these structures they desire. Such reviews
are always beneficial and appropriate.

Based upon the results of the above task force, the Advisory Commission will also
examine ways to encourage more efficient delivery mechanisms within the scope of
the state program. Such encouragement can include, for example, performance
standards and direction (as the report recommended) 10 Councils 1o effectively
explore such options with their member governments.

. implement Contract Administration and Pianning Processes for 9-1-1
Setvice Provision

%’ﬂe’lﬂ

From the inception of the statewide program, the Advisory Commission has
= required detailed plans from Councils addrescing most aspects of 9-1-1
service implementation. The process was further strengthened in 1994
through the deployment of a comprehensive five-year strategic plan activity,
with coordination from the Commission. The latter activity includes, but is
not limited to a detailed annual review of all program components,
implementation status and financial need. Subsequent to Commission review
and approval, contracts are executed with those Councils requiring
Equalization Surcharge support. Training workshops pertaining to the above
are held annually for Council personnel.

. Implement a Competitive Procurement Process for ail 9-1-1 Equipment
and Secvices

Comment:

ACSEC has an established, written procurement policy thai requires
competitive procurement in accordance with state law except where said
equipment and or services are purchased under tariffs approved by the Texas
Public Utility Commission (PUC) in compliance with the Texas Public Utlity
Regulatory Act (PURA).!! That is the only exception. Historically, regulated
telephone companies have provided such goods and services through “end-to-
end” arrangements. Ofien the aquipment involved is leased, not purchased,
and usually includes installation and maintenance services as well. The
establishment and approval of the tariffs involved takes place through a
structured process overseen by the Texas PUC.

" ACSEC has provided guidance and instruciions 1 regional planning commissions when the latter have elected 1o not
purchase cquipment under an approved telephone company eariff. The lamer includes compliance, for example, with Subpart C,
Section _ 36 (Procuremeni) of the State 's Uniform Grant Managemen: Standards.
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As noted in the repori, the above environment is changing with deregulation
of the local telecommunications industry. There is a growing opportunity for
competition, where none existed previously. ACSEC agrees with the auditor’s
recommendation that current procurement policy should be reexamined in
light of this comperition and the opportunity to purchase the above goods and
services most cost effectively.

Action:

The Advisory Commission will immediately underiake rule making to amend
its current procurement policy to require that all procurement take place
competitively. This will effectively remove regulated telephone company
tariffed offerings to be procured in a sole source fashion without analysis of
the cost benefits of the tariff offerings. As a marter of course, the Commission
will also explore and provide guidance to Councils on compliant procurement
processes and mechanisms.

Advisory Commj. 's Internal Auditor has been r sted to verify th

progress of this jtem within 120 days.

. Establish Planning and Control Processes Prior to Spending Funds
Comment;.

Addressing is by nature a local governmental activity. Roads are named,
addressing schemes adopted, and property assigned addresses. Often the
process is a sensitive activity, directly involving the public with vested
interests in both the process and the eventual results. Many other parties
have a direct or indirect interest in the process as well, not the least of which
is the US Postal Service and public utility companies. While the process,
feself, is cumbersome, ime consuming, and complicated, it is ultimately local
in nagure.

With enactment of the staie 9-1-1 program, authority to addres. did not even
exist outside incorporated municipalities. With encouragement from the
Advisory Commission, the Legislasure rectified that situation in 1989 by
expressly providing thas authority to Texas county government. In 1993, the
Advisory Commission began to provide Equalization Surcharge support to
regional planning commissions (and, through them, to county governments) to
fund addressing across the state.’? Based upon the above and with input from

2 In all. 225 Texas counties required addressing at one level or another. accountdng for nearly 450,000 miles of roads. The
process itself required that all those roads be identified and named (or numbered), comprehensive county-wide mapping
developed, addresying schemes be adopted, all parcels of property addressed, US Postal routes converted, and the publio notified
of the assigned addresses. And, once that occurred, addressing database mainsenance mechanisms had to be established.
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local government, the Commission made the fundamental decision to leave
the activity at regional and local levels.

As noted, regional planning cammmmm were given the primary planning
responsibility for this acnvuy 3 However. within the limits of agency
resources, technical assistance was provided, through addressing manuals
(and revisions thereio), coordination with the US Postal Service, the US
Census Bureau, and state agencies providing mapping resources. Specifically,
an Addressing Subcommittee to the Commission was formed in 1990 to
develop guidelines for rural addressing. The Subcommittee was comprised of
representatives from local government, state agencies such as the Texas
Department of Transportation (TxDOT), the Stase Property Tax Board and
the Texas Natural Resource Information Systems (TNRIS) and the United
States Postal Service (USPS). The guidelines developed by the subcommittee
were broad-based so that they could be adapted to any local applicanion. In
addition to the guideline development, ACSEC staff conducted training
sessions for COG and county personnel as was requested by local
government. In 1996, an addressing consultant was retained to work directly
with regional planning commissions and countles to facilitate the process.'*
To dare, 31 counties have completed their projects, with another 138
scheduled to be completed this year.

. Exocute Contracis That Ensure Fiscal Accountablilly ond Quality
Performance

Comment:

As required by state statute, the Advisory Commission has historically held
regional planning commissions responsible for program performance. The
Commission has not required regional planning commissions to execute
interlocal agreements with their member governments, though service
agreements or contracts with serving telephone companies are required. The
Commission does provide model agreements in these areas.

13 Both in accordance with Chapter 771 of the Texas Health and Sqfety Code, and under the guidelines of the state s Uniform
ﬁmf Management Siandards.

Regional planning commissions are required (o develop county based ~cost estimate worksheets  and narrarives identifying
all profected cosss by project component. The Advisory Commission must approve these projections and project components
before 911 funds can be expended.
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. Establish a Formal Monltoring Process for Service Providers

Comment:

Beyond the Advisory Commission's own monitoring activity, the Commission
has historically depended upon the state's Uniform Grant Management
Standards to govern such responsibility.”’

ons:

The Advisory Commission concurs that a more structured and formalized
relationship between Councils and their member governments would be
beneficial, The Commission also agrees that ACSEC prepare guidelines,
senting out a definitive monitoring process designed to implement state
management standards would assist Councils in meeting their statutory
responsibilities.

Finally, the Advisory Commission agrees in principal that large-scale,
statewide projects should be undertaken in accordance with clearly defined
goals, plans a1d processes. In fact, the Commission has proceeded in just
that fashion in many areas, including but not limited to wireless 9-1-1,
database and network improvements. As recommended, the Commission, in
many instances, has served a role of coordinator, planner, facilitator and
resource aggregator. In hindsight, the state 's addressing activities would
have benefited from more support in this fashion, though the essential local
nature of the act{vity can not be denied.

Action:

Upon release of this report, the Advisory Commission will immediately review
responses from those councils and projects cited. Where necessary, the
Commission will request more detailed responses to effectively identify the
problems and issues involved. Corrective action plans will be required, and
the Commission will monitor the implementation of thase plans (and. will
direct Councils to do same).

Funding of those addressing projects identified has already been stayed until
the above proce._ - can be effected. Where costs are disallowed, the
Commission will use its swatutory authority 1o recover the funds involved.

Both Contract adminjstration and monitoring standards, guidance and
training, as they relate specifically to the relationship between Councils and
their members will be addressed immediately. Within agency resources, the
latter will include but not be limited 1o a “'model contract” that will cover the
provisions identified, and an expansion of the Commission's monitoring

15 ACSEC has an established montroring process governing i3 own monitoring achivity. Regional planning commission
monitoring responsibility is governed by Subpart C, Section ___40 of she siate's Uniform Grant Monagemen: Standards
(Moniroring and reporting program performance), whick says in part that “(g)rantees must monisor grani and subgrant
supported activitles to assure compliance with applicable federal and state requirements and that performance goals are being

achieved. ”
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instrument already in place. Overall, the intent is to move the program
towards better business management practices.

1 ission’ itor n re ted to verify the
hese i ithin 120 d,
Ensure that Financlal Reporting Complies with Generally Accepled Accounting
Principies and Guldelines
Comment:

As noted, the Advisory Commission comprehensively revised its Council financial and
program reporting guidelines in March 1996. Developed with input from the
Councils, the revisions were designed to both provide information the Commission
required to adequately monitor the financial health of the program, and provide the
basis for determining Equalization Surcharge allocation. In support of this
information, the Advisory Commission's internal audit plan for the last two years
includes as a task the reconciliation of telephone company remitted revenues against
Council report revenues.

In addition, the Advisory Commission distributed independent audit guidelines in
November 1996 to Councils designed to focus the independent audit of Council

Z:Tf' annual financial statements on 9-1-1 program activity. In regards to “deferred
revenue,"” fund balances and annual financial reporting, the Commission provided
clarification and instructions to Councils on May 6, 1997.'% It should be emphasized
that the Commission is only now beginning to receive and review statements
completed in acoordance with those guidelines. ACSEC's internal auditor is
responsible for the review.

e

Response to Recommendations: The state 9-1-1 program is a relatively complicated
and diverse activity. The Advisory Commission continues to work with Councils to
improve and simplify financial and program reporting. The Commission strongly
believes in proper accountability and supports efforts to insure it.

dction:

The Advisory Commission will immediately examine its financial reporting and
management structure to identify areas that can be strengthened and improved.
Where Idenrified, and following proper audit and monitoring resolution, the
Commission will seek to immediately recover 9-1-1 funds improperly expended. The
Commission will require Councils to do the same.

The Adviso jon's Internal Auditor n requested to verify the r

of this item within 120 days.

16
This isswe was identified by the Advisory Commission’s Internal Auditor. and ultimately generated opinions from both the
Offices of the Comprroller and the State Auditor. Commission insorucrions to Councils was based upon those opinions.
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Strengihen the Control Environment at the Notth Ceniral Texas
Councll of Govemnments
Comment:

The Advisory Commission continues (v work with the North Central Texas Council of
Governments (NCTCOG) to address their financial control weaknesses.

Response to Recommengdations:

Concur with Recommendations.

Action:

The Advisory Commission will request the NCTCOG to submit by October 1, 1998 a
corrective action plan detailing Council acrions designed to address the issues and
weaknesses identified.

e 1 mmission l Auditor has re ify the progress

of ths {tem within 120 days.

implement Processes to Maximize 911 Revenue

Comment:

Amendments 1o Health and Safety Code, Chapter 771, adopted by the Legislature in
1997, reduced the cited retention period to 30 days for wireless services. In response
to Commission recommendations, the Legislature has adopted legislation providing
the Commission with the authority to assess penalties after the opportunity for notice
and hearing. Advisory Commission Rule 255.7 was only adopted following that
change in statute and the authority it provided. Within the limits of agency resources,
the Commission fully intends 1o enforce this section and rule. ”

Response tg Recommendation:

Concur with recommendation. The Commission will also artempt to address rhese
issues during its Sunset review with the Legisiature.

17 service  fees are remitted by telephone companies directly 10 Councils. The agency Sunset Self-Evaluation Repors recommends
that the Commission s revenue auditing function and responsibility be transferred 1o the Compiroller ‘s Office, which is much
better equipped to administer and moniror proper revenue collection.
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Estabiish Controls fo Safeguard Equipment at All Localions
mment.

Subpart C, Section ___, 32 of the State’s Uniform Grant Management Standards
(UGMS) governs equipmens. Paragraph (a) specifically indicates that

(s)ubject to the obligations and conditions set forth in this section, title
to equipment acquired under a grant or subgrant will vest upon
acquisition in the gramtee or subgrantee respectively.

Paragraph (b) further indicates that

(Nocal governments and other subgraniees shall develop and use their
own property management systems, which must conform with all
applicable federal, state. and local laws, rules and regulations.

It should be noted that much of the 9-1-1 equipment in use roday was not purchased
Jfrom telephone companies, but leased through end-to-end arrangements described
above. Equipment actually purchased was, for the most part, obtained directly by
Councils from vendors and placed in PSAPs for local governmencal use. Generally,
the Commission looks to Councils for proper control and use of equipment purchased
under the state 9-1-1 program.

Response to Recommendations:

While the state’s Uniform Grant Management Standards described above are clear in
thelr intent, there is no question that state agencies have a responsibility to provide
guidance in their use and compliance. The Advisory Commission concurs with
recommendations.

dotion:

Within its resowrces, and, in accordance with UGMS, the Advisory Commission will
vegin immediately to provide guidance and training to Councils regarding the proper
inventory, use and control of property and equipment purchased under the state 9-1-1
program. The Commission will work with the Texas General Services Commission,
the Texas Association of Regional Councils and other resources to provide that
training. As appropriate model property management standards and systems will be
obtained and provided o Councils that require such support.

The Advisory Commission’s Int i r verjfy t rogress

of this jtem within 120 days.
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Implement Useful and Accurate Performance Measures for 9-1-1 Service
@meﬂl:

The Advisory Commission agrees that its performance measures do not direcily
measure the quality or the benefit of 9-1-1 service. “Benefit” related measures would
address things like “lives saved” and “property protected.” As the Commission has
noted itself during interim legislative review of such matters, the management and
information system necessary to adequately measure such performance does not
ourrently exist. 1

“Fees and Equalization Surcharge Allocated" measures depend upon accurate
Sfinancial reporting from Councils. Furthermore, as the Commission has pointed out
in the past, the measures involved must be updaied as Councils revise their year-end
reports to reflect costs posted back to the previous fiscal year. Since the imeasures are
statewide in nature, and there are twenty-four (24) Councils making such corrections,
the measures necessarily must be updated frequently. % More often than not, that
requires coordination with and action by the Legislative Budget Board to open
ABEST to such corrections. Generally, the Commission artempts to group these
“updates” (monthly) to minimize the frequency of changes.

Response (o Recommendations:

The Advisory Commission agrees that improvement can and will be made to identify
and define performance measures that better assess the efficacy, efficiency, and
quality of the 9-1-1 emergency services delivery system.

dction:

As management and information mechanisms become available to betier allow the
Commission and the Legislature to monitor state program performance, the
Commission will work with the Legislative Budget Office and the Governor's Office to

implement the measures involved.

Ine Commission will continue to update measures as described.

Amend the Composttion of the Advisory Commission
5 .'_gmmgt:

This is an item addressed by the Commission in its Sunset Self-Evaluation Report
report.

1 Including “quality” measures like thase recommended.

i The majority of Councils will repor all financial activity o a previous fiscal year by the end of the second quarter of the
JSollowing fiscal year. Some, however, based upon delayed vendor billing and other faciors. may 1ake much longer than that.
Measures must be updated every time this occurs.
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As noted in its Sunset Self-Evaluation Repori, the Advisory Commission recommends
that

(r)epresentatrion should be changed to emphasize legislative, local
governmental and consumer membership. Specifically, nine
Commissioners are recommended.

¢ Texas Association of Regional Councils ¢

The association (TARC) is a public ensity created by all 24 of the councils of
governments. As iis president, I would like to provide information and express several
observations about the State Audit of the 9-1-1 program in Texas. The State of Texas
initiated the 9-1-1 program approximately ten years ago and major accomplishments
have been made in large measure because of the use of a State/Local partrership
model. Cities, counties, and councils of governments in partnership with the State,
have contributed to the most comprehensive addressing project in the counwry. The
Texas 9-1-1 Emergency Response Program has been strongly supported by local
funding during the planning and addressing stages, and the local governments are
currently responsible for funding all of the call taking of emergency calls and
appropriate responses. Without considerable local effort, the state of Texas would not
have a 9-1-1 Emergency Response Sysiem. The Audit Report covers several areas of
specific concern:

o \ dressing - Based on direction
ﬁom zhe State 9-l I Commlssxon. counchv of govemments developed a
detailed strategic planning process that outlined the goals of the addressing
program and identified specific activities to be accomplished each year. Due
1o the unexpected complexity and difficulty in the addressing area, the
schedule for these profects exvended beyond earlier projections. The sirategic
plans, however, have been modified to properly reflect the appropriate timing
in each region. The planning process will be strengthened in partnership
wizth the State to more accurately project the completion of the 9-1-1
Addressing Projects in each region.

m 17u.t report seems to mdxcare rhat counccls of govemmems do not
perform monitoring of their subgrantees. It should understood that
monitoring systems are in place and that phone company maintenance
contracts in many areas provide an on-going system of keeping equipment in
effective operating condition. A more formal monitoring sysiem will he
implemented in cooperation with the State 9-1-1 Commission.

. Enancilol reports have been “misciaaslfied” - The financial reporting has
not been “misclassified” as characterized by the report. The independent
auditors of many councils of governments have classified 9-1-1 revenue as

N 4
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deferred revenue. TARC believes that no 9-1-1 funds have been
“misclassified” for the years 1993-1996, however, revenues were reported in
a different category, “deferred revenue, ” in councils of governments annual
financial reports. It should be understood that the liability in the fund is there
whether it is classified as deferred revenue or as a fund balance. Since the
State Auditor’s and Comptrolier’s opinion was developed on the
recommended accounting treatment and classification of revenues in
August 1997, we believe those funds will be recognized and reported in that
manner in the future.

. Equipment ownershio ond safequards - /n most cases, the Public Safety
Answering Point (PSAP) equipment is owned by telephone companies and
leased by councils of governments. As part of executed contracts with
telephone companies, councils of governments have ensured conrols over
property and equipment used in answering 9-1-1 calls as the PSAP.
Contained within these contracts is language that outlines the telephone
companies’ responsibilities for service and maintenance of the equipment for
365 days, seven days a week on a 24-hour basis. Additionally, the 1elephone
companies are responsible for carrying the equipment on their inventory;
hence, neither the councils of governments nor the PSAPs are responsible for
tracking this inventory. In regard 10 other equipment such as voice-recording
equipment, the ownership should transfer 10 the operating local government
and become a part of its invenrory. The councils of governments will,
however, work with the 9-1-1 Commission to strengthen this administrative
area.

Thank you for providing us an opportunity to comment on common areas of concern.
We look forward to working with the State to provide the highest quality of 9-1-1

services throughout the state of Texas.

¢ Alamo Area Council of Governments ¢

First, it would be helpful to the reader if the review ackmowledged the status of this
intergovernmental program in which participation initially was voluntary on rhe par:
of local governments.

In the case of the Alamo Region, the program has resulted in significant

improvements in public safety for the residents of our region in the single decade

since its inception.

. 12 counties and 51 cities came together voluntarily through the Alamo Area
Council of Governments to bring 9-1-1 services o the public;

. 9-1-1 service is now available at the most basic level to 100 percent of our
population, in 1988, only the metropolitan area and one of twelve rural
counries had 9-1-1 service;
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. The program to provide addresses in rural areas for which we are
responsible for public safety response is now 100 complete for region; the
Districts in our Region are virtually complete;

. In those areas where addressing is complete, we have initiated ongoing
mainienance to assure that the addresses supplied 1o police, fire, and
ambulance units are current in a growing region; one of owr rural counries is
among the fastest growing counties in Texas, Kendall, wherein maintenance
is very close 10 the original addressing burden;

. The Alamo region has a structured program to bring more advanced 9-1-1
services to the entire region, for example services that have long been
available in major urban centers such as automatic locarion identificarion,

automatic number identification, and selective routing.

In the report, we note that Alamo Area Council of Governmenis' 9-1-1 financial
reporting showed zero misclassifications n financial reporting.

Alamo Area Council of Governments is continuously working to improve its planning,
contracts and contract management, monitoring, and financial systems. Additional
assistance and training in these areas from the state are welcomed. We would like
these systems to be cost effective and within the resources made available by the state
for administration of this important regional service.

¢ Capital Area Planning Council ¢

Although the Capital Area Planning Council (CAPCO) has established substantial
policies and procedures to improve its 9-1-1 Program, we do not dispure that
additional assistance with contract administration, monitoring guidelines, property
management, or accounting methods would be helpful.

We would like to note, however, that during 1998 CAPCO has established an
operaring procedures and policies manual which is now incorporated into the
contracts with our local jurisdictions and addresses purchasing, PSAP operation.
equipment care, local 9-1-1 planning coordination. and other key issues.
isoncompliance with any section of this manual constitutes jusiifiable cause for
withholding or decreasing 9-1-1 funding to these jurisdictions.

With reference to Section 3 of the Report where misclassifications of revenue are
discussed, CAPCO did show the 9-1-] revenue as deferred revenue since GAAP
guidelines classify grants as deferred revenue; however, the problem seems to result
Jrom categorizing 9-1-1 service fee revenue as a “grant”. We have since corrected
this and our Annual Financial Report for the fiscal year ending September 30, 1997
reflects all excess 9-1-1 service fee revenue as fund balance; all prior year deferred
revenue has been restated accordingly.

CAPCO has also made other internal modifications to financial management systems
as a result of the budget overruns we incurred in 1997-98. In an effort to utilize
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accumulated 9-1-1 revenues in an aggressive implementation plan to equip our 33
PSAPs, some purchases were made rhat exceeded budger authorization. CAPCO has
since worked with ACSEC to correct and clarify the nonrecurring and monthly
recurring costs which caused those overruns.

¢ Concho Valley Council of Governments ¢

In Appendix 2.3 the report lists CVCOG as misclassifying our 9-1-1 fund balance in
1995 by $576,580. This amount represents the 9-1-1 capital recovery funds held by
the Council at the end of that year. We were instructed, in writing, by the ACSEC to
report these funds as a “restricted fund balance, ” which we did. In the subsequent
year the ACSEC reversed its instructions to agree with our independent auditor's
contention that these funds were more properly classified as “deferred revenues”’.
The classification of these funds as a restricted fund balance in 1995 does not, in our
opinion represent a misclassification of 9-1-1 fund balances as your report

contends.

¢ Deep East Texas Council of Governments ¢

The following information is submitted in response to items detailed in the discussion
draft concerning the audit of the 9-1-1 system.

Response 10 Recommendations for Sections 2-B, 2-C, and 2-D:

Contract administration standards, monitoring standards, guidance and training
through the ACSEC for Council personnel would benefit the 9-1-1 program.
DETCOG recognized weaknesses in the procurement process and issued a revised
Policies and Procedwres Manual effective October 1, 1996. New contracts procured
since that date have been in accordance with these procedures. In June, 1996
DETCOG issued a Policy Statement and Standard Procedures for mor:.toring
contracts. Shortly thereafter, the fiscal department experienced a loss of key staff to
renirement and resignation. Therefore, this policy was not extended to 9-1-1 program
contracts prior to FY!997. During FY1997, addressing contracts were reviewed and
one vendor’s contracts were cancelled.

es, 0 Recomm tion for Section 3:

During the 1991 annual audit, external auditors advised DETCOG that 9-1-1 service
Sees collected in excess of expenditures were to be reported as deferred revenues.
Consequently for years 1991-1996, service fees were recorded and reported as such
on the DETCOG annual report. The COG annual report for FY1997 was prepared in
accordance with ACSEC guidelines. which were provided to the Council's finance
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director during November. 1996 through August 20, 1997 (FY1997). All direction
received has been implemented promptly.

Response to Recommendation for Section 6:

DETCOG has not transferred equipment ownership to PSAPs but rather maintains a
vested interest in equipment purchased wholly or parsially with 9-1-1 funds.
Administrative equipment was last inventoried and reconciled in July, 1997. PSAP
level equipment was inventoried, tagged and reconciled in August, 1997. Policies and
procedures are in place to assure this occurs prior to the end of each fiscal year.

¢ Golden Crescent Regional Planning Commission 4

Section 2: We have always had contracts with all TELCO's and addressing agents
and will impilement Service Contracts and Contract provisions and monitoring with
guidance from the ACSEC. There has not been any formal monitoring process, but
our agency is in the process of implementing monitoring tools for PSAPs, contraciors,
and addressing agents.

Section 2-A: The GCRPC was not audited under this section.

Section 2-B: GCRPC currently has contracts for both 9-1-1 service provision and
rural addressing services. We will continue to strengthen the conmracts 1o include all
necessary provisions and adhere 1o guidelines provided by the ACSEC.

Section 2-D: Informal monitoring is performed at the PSAPs regularly by site visits.
The addressing projects are also informally monitored by visiting the addressing
agents and contact with TELCOs and post offices. We are currently developing a
monitoring tool to conform with ACSEC guidelines.

Section 3: Our Director of Administration follows all guidelines set by the ACSEC. In
reference 1o Appendix 2.3 in which GCRPC reportedly misclassified funds, we show
in our 1997 Audit report on pages 28-29 that those funds were restated. The
indepen’znt auditor contacted ACSEC during the audit process and was giving
instructions as to how to list these funds.

Section 6: The equipment at the PSAPs is leased with end-to-end service from the
telephone company. We have contracis with all TELCOs and they keep up with the
maintenance of the equipment. Voice recorders at the PSAPs were purchased by the
county and they were reimbursed. The county is responsible for safeguarding the
equipment and for ensuring that there is adequate insurance coverage, and seeing to
the routine maintenance. We are in the process of developing a Transfer of Ownership
Contract with guidance from the ACSEC. TDDs were purchased by GCRPC and
inventory tagy are on all of them. This equipment (s on our inventory list.
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¢ Heart of Texas Councli of Governments ¢

The Heart of Texas Council of Governments appreciates the opportunity to respond to
your Review of the 9-1-1 system and would like to offer the following comments
associated with each section of the document:

Section 2:  While the Heart of Texas Council of Governments has executed contracts
with local governments for addressing and the provision of 9-1-1
services at the Public Safety Answering Point (PSAP), we will continue
to strengthen those contracts in coordination with the Advisory
Commission on State Emergency Communications (ASCEC).

Section 2-A: The Heart of Texas Council of Governments submited a regional
addressing plan in the Spring of 1993 to the ACSEC. As part of the
addressing project, job descriptions were developed which outlined job
duties and responsibilities as well as qualifications for applicants.
Throughout the project, completion dates have been modified due to
personnel changes and the unanticipatad complexity of the project.

Section 2-B: As stated above, HOTCOG has contracts for both addressing and 9-1-1
service. These contracts provided for progress reporting, monitoring
Jrom both the ACSEC and HOTCOG, financial monitoring, eligible
activities and expenditures, compliance with the Uniform Grant
Management standards & all applicable laws/regulations. In FY 98 the
contracts were modlfied to include all provisions stated above as well as
specific equipment procurement and maintenance requirements
(addressing contract), audit requirements and more detailed default
stipulations

Section 2-D: The Heart of Texas Council of Governments routinely monitors the
PSAPs and the addressing projects through site visits, contact with the
serving telephone company, and oral reports at each 9-1-1 Advisory
Commintee meeting. In reimbursing the counties for addressing expenses,
the county is required to submit forms (ncluded in addressing contracts
when requesting reimbursement, copies of invoices are required and
each request is reviewed for compliance with the contract prior ic

approval,

Section 3:  In the opinion of the independent auditor for HOTCOG, the 9-1-1
revenue, deferred revenue and fund balance information has been
presented in accordance with Generally Accepted Accounting Principles
(GAAP). It is our understanding that there has been a disagreement of
accounting firms and the State concerning the method of reporting
deferred revenue. In August, 1997, the ACSEC issued guidance which
should clear up any discrepancy in this financial reporting.

Section 6:  The Heart of Texas Council of Governments has end-1o-end lease
agreements with the serving telephone companies in the region and those
companies (as part of our contract with them) are responsible for
safeguarding the equipment and providing routine maintenance. The
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HOTCOG staff have a good working relationship with the serving
telephone companies and are notified each time a problem with the
equipment is reported by the PSAP. Swuff routinely accompany the
telephone company repair technician on their maintenance visits.

Voice recorders were purchased in 1991 & 1992 and ownership was
transferred in 1993. Within the transfer of ownership contraci, the
receiving agency is responsible for maintaining property records, ensure
adequate safeguards including insurance coverage, accept responsibility
Jor routine maintenance, and reversion of equipment if the receiving
agency ceases 10 act as the PSAP.

¢ Houston-Galveston Area Council ¢

Section 2:

H-GAC will comply with any new contract policies or standards of the ACSEC. Local
9-1-1 service is a parmership between telephone companies that provide necessary
services and equipment, and local governments that provide personnel and
management of resources. Telephone service standards are described in tariffs that
are approved by the Public Utility Commission of Texas (PUC). H-GAC has no
authority over services and standards set forth in the tariffs. Additionally, phone
companies, as private businesses. are not subject to UGMS regulations. H-GAC does,
however, contract with telephone companies via Universal Number Service
Agreements.

H-GAC has established interlocal agreements with all cities and counties where 9-1-1
centers are located. The agreements require contraciors to:

provide suitable space for equipment and safeguard it;

maintain updated inventory of all equipment;

provide 9-1-1 service 24 hours a day, 365 days a year;

provide H-GAC with corrected call data within 24 hours of detecting errors;
assure no usage of equipment by unauthorized personnel,

reimburse H-GAC for equipment damaged by abuse or negligence.

maintain insurance on equipment, -
provide proper documeniation for any allowable reimbursement requests:
maintain physical security (most sites are law enforcement agencies);
secure written permission from H-GAC before disposing of any equipment;
provide access for quality control performance monitoring audits which are
conducted; and

. give H-GAC written notice at least 60 days before any termination of
contract.

H-GAC has established a formal risk assessment process for its addressing project,
outcome measures, desk reviews of county audits, considerarion of monitoring results
at contract renewal, requirements for full documentation for requested
reimbursements in compliance with UGMS, and monitoring reports for upper
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managemeni. Relations with counties engaged in the addressing projects are defined
by interlocal agreements as well, and do contain performance standards.

¥
|

Section 3:

The statement that “fifteen of the twenty-four Councils did not consistently report 9-1-
] revenue in accordance with GAAP for fiscal years 1993 through 1996" is
misleading. Prior to 1995, the ACSEC had not provided H-GAC with guidelines on
how to report the receipt of revenues. In fiscal years prior to 1996, H-GAC treated
911 moneys received, but unspent as deferred revenues. This GAAP method was
clearly stated in the 1995 Comprehensive Annual Financial Report (CAFR).

ACSEC issued new guidance in November 1995. H-GAC applied the new guidance
which resuited in the following disclosure being reported in the fiscal year 1996
CAFR as follows:

“Effective January I, 1996 H-GAC implemented new ACSEC regulations on
accounting for 9-1-! program services. Accordingly, the amount on hand at January
1, 1996 1otaling $853,243, previously reflected as deferred revenues, has been
restated as special revenue fund balance.”’

There are many instances in which an entity may choose from several acceptable
alternatives and still comply with GAAP. Because H-GAC chose a GAAP method
which differed from the alternative GAAP method proposed by the ACSEC and the
SAO would not result in a misclassification in the financial statements. It should also
be noted that the guidelines issued by the ACSEC in 1995 were suggested procedures
submitted by ACSEC and not a requirement mandated by them. H-GAC made
adequate disclosure in the 1993-1996 CAFRs to provide the reader a clear
understanding of the financlal treatment of 9-1-1 funds.

Section 6.

H-GAC transfers ownership of equipment through signed agreements by both parties,
property records are maintained by both parties, inventories are conducted, and all

equipment is tagged.

4 Lower Rio Grande Councll of Governments ¢

Section I: The LRGVDC implemented additional contract monitoring procedures
' with PSAP'S and Telephone Companies after Overall COG audit
conducted by the State Auditor’s Office in the summer of 1997.

Section 1-A:  The LRGVDC entered into a contract with LANDATA GEQ
SERVICE to develop the rural addressing plan on August 29,
1994. The total contract amount was $185,660.00 and the
schedule completion date is September 30, 1998. The cost for

PAGE 42 AN AUDIT REPORT ON THE STATEWIDE 911 SYSTEM JULY 1998

. AuUNIT uquo WAUJ
A r FEILAFTATL At /r7 LT st /L LT ne ¢7 ¢ iaath nnty €1 171K Tian




09/14/898 NON 12:25 FAX 9 7703533539 GOVERNMENT RELATIONSHMGMT Zo48

i

the plan is only forty-four (44%) percent of the total budgeted
cost, which is also sixty-six (66%) under budget. The delay in
completing the plan was the result of under estimation of
unaddressed structures. The ACSEC estimated the number of
unaddressed structures as 33,000 and the actual number
exceeded 65,000. The LRGVDC is in receipt of completed
work on a weekly basts from LANDATA and is verifying that
the work is complese and accurate. The LRGVDC is also
withholding payments to LANDATA ungil all work is
completed. The LRGVDC has an approved rural addressing
budget with ACSEC, and it should be noted that, the State
Auditors office found no questionable expenditures at the
LRGVDC.

Section 1-B:  The LRGVDC has continued to strengthen its contract
management. All contracts have service provisions and work
is not accepted or payment provided until all these provisions
are met. Appendix 2.1 is not reflective of LRGVDC's contract
management accomplishments.

Section I-C:  The LRGVDC currently has interlocal contracts with all
PSAP'S that specify responsibilities of the PSAP'S and
LRGVDC as it relates to equipment and operations.

Section 2:  The LRGVDC has not treated 9-1-1 service fees as excess funds since the
inception of the program. All service fee funds are considered obligated
Jor the program for administrative or capltal expenditures and are
accounted for accordingly, which meet ACSEC guidelines. In
LRGVDC's opinion, this accounting identification is in compliance with
proper procedures.

Section 3:  Purchased PSAP equipment (voice recorders & TDD's) will be tagged
for inventory prior 1o August 31, 1998. LRGVDC already has executed
interlocal agreements with each PSAP ensuring proper use
accountability and safeguards for loss (insurance). Additionally,
inventory is monitored and verified during each documented monthly
PSAP monitoring visit. Appendix 2.5 does not reflect the LRGVDCs true
exient of fixed asset controls.

4 Middie Rio Grande Development Council ¢

As the draft audit relates to the 911 program administered by the Middle Rto Grande
Development Council, we would offer the following specific comments and
suggestions.

. We have interlocal agreements with each of the PSAP host governments
regarding the maintenance and use of the PSAP equipment. In 7 of the 9

counties, the PSAPS are leascd from the telephone company under tariff
provisions. Ownership remains with the telco, not the PSAP. In the other two
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! counties. the PSAPS were purchased, and are carried on the MRGDC
property inventory. These booked assets are monitored periodically to check
thetr condition and care as this is required by the interlocal agreements in
place.

. With regard to the addressing effort, we employed a single privaie contractor
to conduct all of the field work and gather the data. MRGDC 911 staff verifies
and edits the field data for final production of the maps. This effort is
curvently almost complete, with the final edits on the final two counties to go
10 the map printer shortly. The effort was completed ahead of schedule and
cost less than was originally budgeted. On page 60, Rural Addressing
MRGDC should be included with the ATCOG footnote (23). All of our
addressing efforts are centralized with one vendor for the entire region. No

JSunds are expended at the county level.

. With respect to financial management and reporting, we have consistently
reported promptly and accurately 10 the ACSEC. Our financial records reflect
that we have followed ACSEC policy with the possible exception of the
Capital Recovery Fund and its relaied Interest bearing requircment. Any
adjustments that are shown in the record were as a result of guidance that we
received from the ACSEC staff and/or our external CPA firm. Since the
MRGDC does not generate enough funds from the Line Charge revenues to
fund the full 911 Administration, we receive supplemensal funding from
ACSEC surcharge funds. Since the Line Charge revenues are expended before
any of the surcharge funds, the year end fund balance in the Line Charge fund
account will inevitably be zero.

Finally, while we understand that the audit report needs to make general conclusions
about the success of the COG's in the general administration of the 911 resources, we
Jeel we have effectively and efficiently managed the 911 program where the region
has been able to benefit substantially from the investment made. In the case of the
MRGDC, which was among the last areas to get into the 911 program, we are ahead
of schedule for the insuallation of the system and completion of rural addressing and
below the initial five year budget originally adopted and approved by the
Commission.

We take great pride in having one of the premier 911 programs in the state, a
program that is providing uniform and high quality access 1o emergency ~esponse
services to the residents of this region. We feel that the report should reflect the
accomplishments of the 911 system as well as the problems and omissions of a few of
its local elements.

¢ Nortex Regional Planning Commission ¢
Issue:

The North Texas Regional Planning Commission (Commission) paid $69,974 to
counties for deficient addressing services. Management stated that neither the
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‘Commission nor the counties possessed the expertise to determine the quality of the
vendor's performance. No attempt to recoup the funds from the contractors was
made.

Response:

In visiting with elected officials of the Counties involved, we have ascertained the
contracior in question did produce some 9-1-1 products whick include a base map,
database records, map books and other items related to the addressing project.
Therefore, the rotal amount of $69,974 should not be in questioned if any at all. After
the counties reviewed the finished product, it was determined there were some
inaccuracies with the information relating to the project. Some counties did expect
some inaccuracies of the final profect. There were some counties that discussed
litigation but since the contractor had closed his business, it was deemed to be a
Jruitless effor: and a possible waste of taxpayer s dollars to pursue such a course.
Two of the counties did withhold final payment of the contracts once the inaccuracies
were discovered.

Issue:

The Commission paid Clay County $31,577 for addressing services that were not
provided. The Commission paid the entire salary and benefits of the County
addressing coordinator. The coordinator did not perform any addressing activities.

Response:

In visiting with the county judge of Clay County, he stated there was some work
accomplished during this timeframe relating to the 9-1-1 program. The county
established the office and hired an employee after it was nodfied of the counttes
responsibilities under the 9-1-1 program. The county work progressed less than
expected due to slow progression of the contractor in mapping the county. Since the
State funding has been exhausted, the county has made a commitment to compiete the
remainder of the project with local funds. The county elected officials have been
inforr-ed of the need to accurately record actual time spent on the 9-1-1 program.

Issue:

The Commission reimbursed Montague County employees 321,985 for nural
addressing activities without verifying the validity of the costs. The County routinely
receives reimbursemens for 5.5 hours each day for the salary of the addressing
coordinator, regardless of the amount of sime acrually spent on rural addressing

' ) services. The County Treasurer stated that this method was used to ensure that all of
£20 the available addressing funding provided by the Commission is depleted.
e
it
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Response:

In visiting with the county judge of Montague County, he stated there was some work
accomplished during this timeframe relating to the 9-1-1 program. The addressing
coordinator of Montague County stated the amount of time she spends on the
addressing program for Montague County varies each day. Although she was unable
to specify exactly what was the average hours spent on the project overall, it is
estimated to be 5.5 hours per day. The county elected officials have been informed of
the need to accurately record actual rime spent on the 9-1-1 addressing program.

¢ North Central Texas Council of Governments ¢

Control Measures

NCTCOG concurs with the State Auditor's Office recommendations and will
strengthen 9-1-1 of erations control measures by: a) developing contracts in concert
with the ACSEC for use in 41 PSAPs (A drafi contract was developed in February
1998); b) monitoring for contract, operations, and performance compliance
according to standard criierion; c) continuing to provide training to PSAP personnel;
d) continuing to meet with participating telephone companies to assess better ways of
providing effective service to the 9-1-1 PSAP operators.

Questions Regording Property Ownershlp, Inventory, Lost or Stolen Equipment,
and Property Records

NCTCOG does not own any 9-1-1 equipment components. but leases all E-9-1-1
services from telephone companies (telcos) through end-to-end service agreements.
Telcos inventory and maintain all 9-1-1 CPE 365/366 days a year on a 24-hour basis
as per service agreements and/or Public Utilinies Commission of Texas (PUCT)
approved 9-1-1 tariff. Certain ancillary equipment (voice recorders) funded by 9-1-1
revenues for local governments are on a reimbursement basis and ownership is
transferred to PSAP agency. NCTCOG carries out its oversight responsibilities of 9-
*-1 operations throu,: regularly scheduled monitoring which includ:s systems
testing, training or resraining of PSAP operators, and assuring that equipment is on
site and operating properly.

Rural Addressing

NCTCOG concurs with the recommendation to “develop” a more concise plan for
rural addressing projects to accommodate 9-1-1 database requiremens.
Participating local governments and third-party vendors will be required 10 meet
ACSEC/NCTCOG guidelines prior to receiving funding for such projects.
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Anoncial Controls

NCTCOG concurs with the State Auditor s recommendations for strengthening the
control environment and has addressed a majority of the concerns:

o The FY 1997 annual audit was approved by the Board in June. The Financial
Status Reports for 1997 have been amended and now #ie to the general ledger.
The ledger for September 1995, the first month of the 1996 program year, is
still missing. NCTCOG initiated a new accounting system in October 1995
and cannot reproduce this general ledger. However, this information can be
supported with other documentation.

. The annual report for fiscal year 1996 resiated prior years thereby
accounting for the unrecognized revenues in 1993, 1994 and 1995. Revenues
will be accurately reported in the future.

. Both the Director of Administration and the Chief Accountant positions are
now filled which will facilitate the timely resolution of outstanding issues.

. All guarterly reports for FY 1998 are up to date. A sratement of revenues,
expenditures, and changes in fund balance will be included in the annual
report, as will a supplemental schedule reflecting a reconciliation of the final
FSR 10 the annual report. The Advisory Commission's financial reporting
guidelines are being implemented.

. NCTCOG will ensure that entities receiving 9-1-1 funds directly for

addressing are required to submit financial reports to substantiate those
receipts. Contracts will require financial records access.

. All other findings are under review and will e addressed in an expeditious
manner.

¢ Panhandle Regional Pianning Commission ¢

Thank vou for the opportunity to review and respond to the draft of the State Auditor’s
Office audit of the 9-1-1 system in Texas. My response is categorized in five topical
areas as discussed below:

Planning:
The draft audit report states that neither the Advisory Commission on State

Emergency Communications (ACSEC) nor the COG s have implemented planning
processes for the expenditure of 9-1-1 program funds.

Response: The Panhandle Regional Planning Commission (PRPC) has had a
regional 911 Network Strategic Plan in place since 1989. The addressing initiative
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has been a component of that process since its inception as an activity. Since 1989,
the Panhandie Regional 911 strategic planning process has resulted in PRPC staff"s
preparation of 4,125 pages of planning documentation. The Plan and subsequent Plan
and amendments have been submitted and approved by the ACSEC in August
1989, August 1991, January 1992, March 1992, November 1992, September 1993,
January 1994, January 1995, March 1995, April 1996, July 1996 and July 1997,

SCeniract Administration:

The draft audit report states that none of the 24 COGs have “adequate” contracts for
911 services and equipment expenditures in fiscal year 1997.

Response: The PRPC has at all times had necessary and what we believe to be
adequate contracts or appropriate agreemenss in place with the ACSEC. participating
local governments and involved telephone companies for 9-1-1 services and
addressing acrivities. Copies of all such contracts are available for inspection.

In the case of the PRPC, it is important to keep two facts in mind regarding contract
services:

1. Funds do not flow from PRPC to local governments for the delivery of 9-1-1
services. Such services are procured and paid for by the PRPC on behalf of the area's
participating local governments as per previously referenced agreements between the
Planning Commission and those local governments, and

2. Addressing services are rendered directly by PRPC staff. Funds do not flow to
cither local governments or private vendors for such direct addressing services.
Therefore, contract performance measures with local governments and addressing
vendors, as suggested in your audit report, are largely not applicable or appropriate
in our environment.

PRPC does contract with local telephone companies for certain 9-1-1 services. Such
conpracts include detailed scopes of services, due dates and anticipated cosis. In
addition, telephone companies are required to attend monthly meetings with PRPC 9-
1-1 staff during the course of any major implementation activities.

PILC does reimburse local governments (countles) for certain eligible, uocumented
local addressing project support costs. Such costs may include partial compensation
Jor time, travel and materials supplied by the particular local government. Per our
addressing project contracts, the parsicipating local governments agree to

“submitting to PRPC monthly records of personnel and material costs related to the
addressing/mapping programs”. Any such addressing project support costs were
documcnted and verified prior to any reimbursement (o local governments by the
PRPC.
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Equipment Confrois:

The draft audit report states that “none of the 24 Councils have adeguate controls (o
ensure that all equipment... is safe-guarded”,

Response: Neither the Panhandle Regional Planning Commission nor the
participating local governments own the primary 9-1-1 service equipment. Such
equipment is owned and maintained by the telephone companies serving the
particular public safety answering point under contractual agreements with the
PRPC. Therefore, no invensory exists and no inventory control is required.

The ownership of obsolete computer and voice recording equipment originally
purchased by PRPC and used in the initial operations of the Panhandle Regional 9-1-
1 Network in the early 1990s has been formally transferred to local governments and

is no longer the responsibility of the PR PC.

The PRPC currently owns voice recording equipment located at the area s public
safety answering points. These recorders are labeled with PRPC inventory control
1ags. A member of the PRPC finance department staff performs a physical audit of the
recording equipment on an annual basis.

The PRPC has provided sign-making equipment and certain global positioning
satellite equipment to be used at the county level for addressing maintenance
purposes. Ownership of these items as well as signs, signposts, and brackets has been
transferred to the appropriate local government. Ownership transfer documents are

available for inspection.

In summary, the PRPC acknowledges the challenge the State Auditor’s Office had in
the preparation of a single report to reflect the operations of 24 separate political
sub-divisions and one state agency. The PRPC is concerned, however, that such a

consolidated report could easily cause the report's users io be misled about the
specific practices of any single organization such as the PRPC.

Thank you again for the courtesy afforded us to review and respond to the draft audit
report.

¢ Permian Basin Regional Planning Commission 4

With regard to findings specific to PBRPC, your finding on Page 3, “PBRPC excess
balance of addressing funds"”, we have written to all our cities and counties
requesting an item(zed expense report for all addressing expenditures. If we find that
there are any unused funds, we will ask for it to be returned for reallocation.

Regarding addressing equipment being located in the personal residence of the 9-1-I
coordinator of Glasscock County, the residence is adjoining the Sheriff’s Office which
is the site of the Public Safety Answering Point (PSAP). This residence serves as the
off hours answering point in order to have 24 hour coverage. With reference to the
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most recent addressing data being found was February 16, 1994, the addressing
computer was not purchased until January 1996. All current data will be entered into
the computer once the digitol maps are complete.

¢ Rlo Grande Councll of Govemments ¢

Generally, the Rio Grande Council of Governments was pleased to note that no
Sfindings applicable to our conduct of the 9-1-1 program in Far West Texas were cited.
Other than the minor caveats expressed below on particular citarions affecting our
program in the report, we have no comments on its findings. We do, however, have
significant concerns over its overarching recommendation. Our major concern with
the report is its major recommendation for the application of more stringent oversight
by ACSEC in the routine operation of the 9-1-1 program by our regional councils of
governmeru. While a number of its findings around the state, if substantiated, are a
matter of concern for administrators and taxpayers, its recommendations for
increased oversight and the application of more numerous and more stringent rules
by ACSEC would prove counterproductive in the long run. In our experience, the
Commission is cognizant of the diversity of conditions found in the various regions of
the state, and further they understand that the political and economic cultures vary
Jrom region to region and even from county 1o county within regions. A one-size-fits-
all approach-as recommended in the report-seems likely to result in an increase in
reporting and specious paperwork, and unlikely to further the mission and objectives
we fointly are antempting to attain.

Section 2-B:

RGCOG is cited as not having a formal addressing plan. In fact, we have consistently
Jollowed the addressing plan contained within the annual Strategic Plan which we
prepare and the Commission approves. As a surcharge area, however, we are
dependent on funding which of late has been less than that which we requested. We
estimate that we are a year behind in signing our region, but on target to substantially
complete the addressing by August 31, 1998. Further, as is demonstraie. by the

| Addressing Worksheets we submisted, we are under budget in all counties due to
insufticient funds to allocate to this aspect of the program. We request th:t Appendix
2.2 be amended to reflect this.

Section 2-D:

This section is overly broad and does not accurately reflect our regional program. In
Jact, we do regularly monitor the services provided by our 9-1-1 dispatchers, and do
provide technical assistance and training on a periodic basis. We also work with the
county personnel to assure that the services contracted for in the contracts we have
with the telephone companies are timely, effective, and within the parameters
established by our contractual relationship.
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We also have an established procedure for quality assurance in our addre.mng
program. We work closely with county administrations, utility companies, other
service providers. and individual citizens throughout our region to assure the efficacy
of our addressing program.

Section 6:

We disagree with the audit statemens that our $-1-1 property is not properly
accounted for and safeguarded. Our contracts with the telephone companies are in
line with the applicable guidelines from the Commission, and all property is
inventoried twice yearly.

We disagree with the audit statement that we own the assets in the PSAPs. Due to the
daunting distances involved in our regions, we decided at the onset of the program (o
lease most equipment from the telephone companies to obviate the necessity of
providing maintenance and repairs to that equipment. Other than recorders and
pagers, we do not own that equipment. We do, on a quarterly basis, inspect the
equipment and do a weekly call-around to our dispatch supervisors to assure that all
equipment is functioning correctly and that services from the contractors is timely and
effective. Our inventory records reflect accurately the location and starus of the
recorders and pagers.

¢ South East Texas Regional Planning Commission ¢

I am pleased for the opportunity to review the draft audit report of the 9-1-1 system
and provide comment on behalf of the South East Texas Regional Planning
Commission 9-1-1 Emergency Network. As brought to our attention during the on-
site audit, we are in the process of completing a draft of an interlocal agreement for
execution with the counties in our region and the individual PSAPs. This agreement
sets forth the responsibilities of each party involved as well as establishes ownership
of the PSAP 9-1-1 equipment, Additionally, an Alternative Local Exchange Carrier
(ALEC) agreement is in the final stages of developmens for use with phone carriers
other than the Local Incumbent Carrier who seek to provide service within owr
egion.

In regards to the lack of a monitoring process, we have a limited and informal process
Jor monitoring the functionality of PSAP equipment through the use of site visits,
testing and daily test procedures initiated by PSAP personnel. While we are currensly
reviewing various examples of monitoring insoruments, I would ltke to see the ACSEC
develop reasonable, uniform and comprehensive contract monitoring standards,
guidance, and training for all COGs as noted in the audit report. This wowld allow
Jor a formal and standardized monitoring system.

The 9-1-1 Emergency Nerwork has tried to follow and comply with the Advisory
Commission’s financial reporting guidelines from the beginning of our 9-1-1
program, however, rhis has proved difficult due to the lack of consistency in reporting
procedures.
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¢ South Texas Development Council ¢

The South Texas Development Council will comply and implement any and all
policies, standards and guidelines promulgated by The Advisory Commission on
State Emergency Communications. All of the agency's business is performed in
compliance with the Uniform Grant Managemen: Standards, all applicable federal,
state and local laws as well as with generally accepted accounting principles.

We would like to note the following in response to issues noted in the reporr.

“.. the Councils did not ensure that local governments and contractors possessed
adequate expertise to perform rural addressing activities prior to providing funds."

When our Committee chose the contractor who performed our project, the STDC did
contact his references which were other projects he had performed. To perform
addressing maintenance, the contractor trained personnel at the local level.

"Fifteen of the twenty-four Councils did not consistently report 9-1-1 revenue in
accordance with generally accepted accounting principles (GAAP) for fiscal years
1993 through 1996."

The STDC strives to comply with generally accepted accounting principles in the
conduct of the agency's business. On November 18, 1996, the ACSEC provided
written guidance with respect to 9-1-1 revenues to be reported as fund balances and
not deferred balances. Upon receiving this communication, STDC immediately
complied as reflected in the report.

¢ Texoma Councll of Governments ¢

Texoma Council of Governments appreciates the opportunity to provide this response
to the draft audit of the 911 System.

1. Due to che integral involvement of the counties, the COGs were too removed from
the rural addressing contractor selection process as well as program monitorin_.
TCOC . eimbursed $57,637.24 10 three counties for deficient rural addressing services
provided by a private contractor. The counties determined the work completed by the
. contractor was unacceptable, and the contracts were subsequently terminated.

. Subsequent to the field work performed by the State Auditor's Office, TCOG's
Governing Board has written each of the counties to request that they proceed with
legal counsel to recover 911 rural addressing funds based on the contractor's non
performance and breach of contract.

2. The annual financial status report (FSR) did not reconcile 1o the 911 program
revenue, expenditures, and fund balance reported in the Comprehensive Annual
Financial Report as a resuls of the accounting entries dictated by the Advisory
Commission regarding the capital recovery account. A new directive has been issued,

JULY 1998 AN AUDIT REPORT ON THE STATEWIDE 911 SYSTEM PAGE 53

s,

CT v TLILACTIATL "AMl /€7 LT 10 /L0 LT 0L £7 4 [7nT) ANT7.CCILTHA *1179A T¥NTT wdue WAYJ




00/ 14,68 XON 13:17 FAX 8 7703583589 GOVERNMENT RELATIONSMGMT @006

and TCOG's Comprehensive Annual Financial Report for the period ended April 30,
1998, will correct this situation.

3. The telephone equipment located at the Public Safety Answering Points (PSAPs) is
leased from the telephone companies; therefore this equipment has been correctly
omitted from inventory listings. Other equipment, such as computers, plotters,
pagers, etc. purchased with 911 funds will be added to the appropriate inventory lists.

The issues regarding contract administration and monitoring will be responded to
upon receipt of specific instructions and model documents from the Advisory
Commission.

¢ West Central Texas Council of Governments ¢

1. Did not establish a Planning Process for Addressing
2. None of the Counclis have formal Monitoring Process

(Both guestions answered together)

Addressing Cost Estimate Worksheets for each county were completed when
addressing funds became available. These reports listed detailed expenditures needed
to complete the addressing project. On a quarterly basis, Addressing Project
Financial Reports are updated to reflect the most recent fund balance for each county.
We monitor the addressing status for each county on a Matrix Report (COG
Addressing Status Report) updated quarterly. County PSAP s are upgraded to the
ANL/ALI level of service when a 98% addressing accuracy rate is reached. This, in
turn, creates a weekly monitoring dialogue between our addressing coordinators and
the county addressing coordinators as well as the Telco's.

3. Financlal Reports have been "Misclassified”

No findings from the West Central Texas Council of Governrnents,

4, Equipment Ownership & Safeguards

The PSAP equipment is leased from the Telcos, and is not purchased by the COG. A
toll free phone number has been provided by the Telco's 1o report equipment
problems. County addressing project equipment (lapiop computers and printers)
purchased by the COG will be transferred to the county level of ownership. We will
work with the ACSEC to develop acceptable ownership contracts.
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Objectives, Scope, and Methodology

JULY 1998

Obljectives
Our objectives were to:

. Conduct a financial audit of the 911 emergency service fees and equalization
surcharges collected by the Advisory Commission on State Emergency
Communications and the Councils of Government. (The General
Appropriations Act, 75th Legislature, requires the State Auditor’s Office to
complete this objective.)

. Determine the adequacy of selected management controls over the 911
service, (Management controls are the policies, procedures, and processes
used to carry out an organization's objectives. They should provide
reasonable assurance that goals are met, assets are safeguarded and efficiently
used, reliable data is reported, and laws and regulations are complied with.)

. Determine the efficiency of the current 911 statewide administrative system.
(The system includes the Advisory Commission, Emergency Communication
Districts, Councils of Government, and Home-Rule Citics. These entitics
administer the Public Safety Answering Points located throughout the State.)

Scope

The scope of the audit included on-site reviews of the Advisory Commission and the
Councils. The reviews included consideration of the financial reporting process,
equipment procurement policies, contract management, performance management,
fixed asset management, and oversight.

We reviewed the detailed financial records of the Advisory Commission and the
Councils. We performed a limited review of the annual financial reports of the
Emergency Communication Districts and Home-Rule Cities.

The Advisory Commission’s equipment policy and procedures were reviewed. The
consideration of contract administration included a review of contract provisions and
monitoring procedurcs.

The performance measure data collected by the Councils was reviewed. The
Advisory Commission's collection and reporting process was reviewed. The
Councils® fixed asset policies and procedures were reviewed. Fixed asset testing was
performed at the Councils and the public safety answering points. We reviewed
applicable state statutes in our consideration of the Advisory Commission's oversight
responsibilities.

We considered the functions, organizational structures, and expenditures of the
statewide 911 administrative system.
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Methodology

The audit methodology involved:

Collecting information on statewide 911 system operations

Performing audit tests, analyses, and otber procedures

Evaluating the information against established criteria

Reviewing statutes; new legislation; appropriation riders; and agency policies,

procedures, and plans

Interviewing management and staff

. Gaining an understanding of key processes and coatrols throuzh testing or
other means '

. Analytical reviewing of financial data

Specific procedures included:

. The regional consolidation methodology included a detailed examination of
the administrative functions of the Councils and Districts. A comparative
analysis of administrative costs was conducted. A review of job requirements
was performed. Job descriptions, titles, reporting responsibilities, salaries,
and benefits were examined. Duplicative positions were identified by region.
Other variable administrative costs were identified.

. To estimate equipment costs, we reviewed the Advisory Commission’s
Strategic Plan for years 1999, 2000, and 2001. We isolated equiprnent costs
and identified the number of Answering Points administered by the Councils.
We also obtained concurrence of reasonable equipment costs from selected
Districts. We calculated the number of Answering Points that would be
necessary under each scenario and then calculated the estimated cost savings
based on the excess number of Answering Points and the estimated annual
equipment costs. We reviewed sample data to determine the cost percentage
of call taker/dispatcher salaries. Using the estimated equipment cost savings,
we then extrapolated the estimated personnel cost savings. Certain
assumptions were used in the methodology.

OW..r Iinformation

. Fieldwork was conducted from November 1997 through July 1998. The audit
was conducted in accordance with Generally Accepted Government Auditing
Standards.
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The following members of the State Auditor’s staff performed the audit work:

Clint Loeser, CPA (Project Manager)

Michael C. O’Conmnor, CPA (Assistant Project Manager)
Ruben Juarez

Jennifer Jupe

Nikki Raven

Beverly Schulke, CPA

Stacey Williams

Sin-Leng Wong, CPA

Bruce Truitt, MPASF (Quality Control Reviewer).
Susan Riley, CPA (Audit Manager)

Craig Kinton, CPA (Audit Director)

® & ¢ & ¢ 0o 5 ¢ ¢ & o
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Appendix 2:
Supplemental Information
Appendix 2.1:
Contract Administration

8 % E Es s':g

Counell of Govemnments (COGe) 3 s £ 5 g g

s | §38 g
Alamo Area Councll of Govemments Yes Yes No No
Ark-Tex Councll of Governments Yes Yes No No
Brazos Valley Development Councll Yos Yes No No
Capltal Area Planning Councll Yes Yes No No
Central Texas Councll of Govemments Yes Yes No No
Coastal Bend Councll of Govemments Yes No No No
Concho Valley Councll of Governments Yos Yes No No
Deep East Texas Council of Govemments No No No No
Ecst Texas Councll of Govemments No Yes No No
Golden Crascent Regionol Plonning Commission No Yes No No
Heart of Texas Councll of Govemments Yes Yes No No
Houston-Galveston Area Counci Yes Yes No No
Lower Rlo Grande Valley Development Councll Yes Yes No No
Middle Rio Grande Development Council Yes Yeos No No
NorTex Reglonal Pianning Commission No No No No
North Central Texas Councll of Govemments Yes Yes No No
Panhondie Reglonal Planning Commission No Yes No No
Pemian Basin Reglonal Planning Commission Yes Yes No No
Rio Grande Councll of Govemments Yes Nm22 No No
South East Texas Reglonal Planning Commission No Yes No No
South Plains Association of Govemments Yes Yes No No
South Texas Development Councll No Yes No No
Texoma Councli of Govemments No No No No
Waest Central Texas Councll of Govemments Yes No No No

29 None of the Contracts reviewed included all provisions. However, some contracts did inciude some of the required provisions,
2 None of the Councils has implemented a formal monitoring process. However, some councils do perform informal

monitoring.

2 The Rio Grande COG employees performed all addressing functions. Therefore, no addressing contract was necessary.
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Appendix 2.2:
Rural Addressing
o - 4
HEHR R
Councll of Govemments (COG3) 3 E 53 .
$|825=(0F 55 I &%
0 < <| & 3 3
Alamo Area Councll of Governments Yes
Ark-Tex Councll of Govemments Yes
Brazos Valley Development Councli No
Copitdal Area Planning Counclt No
Central Texas Councll of Governments No
Coastal Bend Councll of Govemments Yes
Concho Valley Councll of Govemments No
Deep Ecst Texas Councll of Govemmer.ts Yes
East Texas Councit of Govemments Yes
Golden Crescent Reglonal Planning Commission No
Heart of Texas Councli of Govemments No
Houston-Galveston Area Councll Yes
Lower Rio Grande Valley Development Councll Yes No No N/AS
Midgdte Rio Grande Developrment Council Yes No
£ NofTex Regional Planning Commission Yes No
B North Central Texas Councll of Govemments Yos No
Panhandle Reglonal Planning Commission No NIA ..
Permian Bosin Regional Planning Commission Yes No
Rio Grande Council of Govemments Yes N/AZ
South East Texas Reglonal Planning Commission Yes No
South Plains Association of Govemments No [l ;ﬂ AR ] NIA ]
South Texas Development Councll Yes No No No
Texoma Councll o Sovemments Yes No No No
waest Central Texas Counclt of Govemments Yes No No No

2 Pxpertise at the county level was irrelevant at Ark-Tex COG because all addressing efforts were centralized, with one vendor
g:owdmg sddressing for the entire region.

Expertise at the county level was ifrelevant at the Lower Rio Grande Valley Development Council because all addressing
Activities were regionalized.

The Rio Grand COG performed all addressing activities at the COQ level, with its own personncl. Thus, it was not necessary
to provide any type of monitoring or casure that there was expertise at the county level.

JULY 1998 AN AUDIT REPORT ON THE STATEWIDE 211 SYSTEM PAGE 59

€7 1 7RTHOCTO7H AN/C7:HT TQ/TNICT 0K A7 A tanT) NNI17_CCI4774 1230 TYNTT Uque WAl




@oi2

LATIONSMGHT
9/14/38 MON 23:22 sax o 7702822844 QOVRRNMENT RE
0

-

I

Appendix 2.3:
Financial Reporting
1993 1994
$.sl & |3 :
Counclt of Govemnmaents (COGe) EES & §gg _;j
i :sg Ad z z§
& &
Alamo Area Councll of Govemments $ 018 0}s o|$ 0
Ark-Tex Councl of Govermments 0 734,163 o §90.292
Brazos Voiley Development Councl 0 273838 0 318571
Capital Area Planning Counclf 910.380 4,709.174 1,230,056 6489099
Central Texas Councll of Governments 0 KRKJo 73 0 547,181
Coastal Bend Councll of Governments 2401540 0 2560481 0
Concho Valley Council of Govemments o} 0 0 0
Deep East Texos Councll of Govemments 0 951,106 0 799366
Eost Texas Councli of Govemments o 0 o 4]
Golden Crescent Reglonal Planning Commission 0 0 67.275 0
Heart of Texas Councll of Govemments 0 111,989 0 226.780
Houston-Galveston Area Councill 0 910,162 o] 1270333
Lower Rio Gronde Valley Development Councll 0 1.082.415 0 1384977
Middie Rio Grande Development Councll 0 706 o] 29.576
NotTex Regional Pianning Commigsion 15,133 0 §7.242 0
North Central Texas Council of Governments 0 1,110.804 0 1,589,920
. Panhondie Reglonal Plonning Commission 0 11917 o]
Permian Basin Reglonal Planning Commission 0 0 0 ¢
Rlo Grande Councl of Govemments 0 0 0 0
South Eost Texas Reglonal Planning Commission 1006750 0 1,163,733 0
South Plains Assucictio, | of Governments 2123 (o] 0 0
South Texas Development Councl! 0 276.335 0 392,235
Texoma Councll of Govemments 439,182 0 41027 0
West Central Texas Councll of Govemments : 1,267,908 o] 1.274.883 0
Adjustment -706 29576
Totol |S 6043016 |5 10485,120[5 6,384,697 | $13.608,754
Percentage of Misclassfication 173.51% T 2135
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1995 1994

L 2 B £

| Councll of Govemments (COGe) s ; 23 + 5

f g |

AR
Alamo Area Council of G-vemments $ 0{s 0]}$ Dis 0
Ari-Tex Councll of Governments 0 730,197 |- 410002 (4]
Brexos Valley Development Council 0 267.16) 3.900 267.161
Copitol Area Pionning Councll 1.761.608 7.901.434 2396937 9409.625
Central Texas Counci of Governments 0 478470 684,727 o]
Coastal Bend Councl of Govemments 2372606 Q 2445060 o]
Concho Yatey Councii of Govemments 5746.580 576.580 0 0
Deap East Texas Councl of Govemments 0 1072089 0 1227418
Eost Texas Council of Govemments 0 ¢ 106046 106046
Golden Crescent Regional Plonning Commission 634611 0 233,556 199429
Heoort of Texas Councll of Govemments 0 32,599 0 148,892
Houston-Gaiveston Area Council g 520918 970,051 0
Lower Rio Grande Vallgy Development Counch 0 961 428 3] 2.002,744
Middle Rio Grande Development Councll 0 56,183 4] 0
NorTex Reglonal Pianning Commission 118,446 Q 280.749 0]
North Central Texas Councll of Governments 0 1969243 2495143 0
Panhandie Regional Planning Commission ] 0 0 0
Permmicon Basin Reglonal Planning Commission o] 0 0 0
Rio Grande Councl of Governments 0 0 0 o]
South East Texos Regional Planning Commission 1478418 0 1321.997 o
South Pigins Association of Govemments 544,082 0 4 0
South Texas Development Councl o awme| azmse7 0
Texoma Councl of Govemments 93.383 o 33.791 0
West Central Texas Councll of Govemments 326,042 o 220,165 0
Adjustment 432,763 -327.879
Totol| 7334776 | 14342338 | $12.230.781 |$13,032.436
Percentoge of Misclassification 195.54% 106.55%
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Appendix 2.4: ,
Financlal Reporting Guidalines
Councll of Govemmonts (COGS) Colaines
Alamo Area Councll of Govemments No
Ark-Tex Councll of Govemments No
Brazos Valey Development Councll No
Capital Arecs Pianning Councll No
Central Texas Councll of Govemments No
Coastal Bend Councll of Govemments Yes
Concho Valiey Council of Govemrents Yes
Deep East Texas Councll of Govemmaents No
East Texas Councli of Govemments No
Golden Crescent Reglonal Planning Commission No
Heart of Texas Councll of Govemments No
Houston-Gatveston Area Councll No
Lower Rio Grande Valley Development Council Yes
Middie Rio Grande Development Councll No
NorTex Regional Planning Commission No
North Central Texas Council of Governments No 1
Panhondle Regional Planning Commission Yes
Pernian Basin Reglonat Planning Commission No
Rlo Gronde Councli of Govemments Yes
South East Texas Regional Planning Commission No
South Plains Association of Govemnments Yes
South Texas Development Councll No
Texoma Councll of Govemments No
West Central Texas Councll of Govemments Yes
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Appendiix 2.5:
Fixed Assets

- -
s‘§ : gi 3% | 583 | = gz
Councll of Govemments (COGS) EBRE gi § § | E5%5
2 5 4 § '3 5 o z -
| Amo Area Council of Govemments PSAP No No Yes
B [“Ak-Tex Councll of Govemments - PSAP No " No Yes
‘| Brozos Valley Development Council PSAP No No Yes
Capital Area Planning Council COG N/A N/A Yes
Central Texas Councll of Govemments PSAP No No Yes
Coastal Bend Councli of Governments COG N/A N/A Yes
Concho Valley Councll of Govemments None No No Yes
Deep East Texas Councll of Govemments PSAP No No Yes
East Texas Councl of Govemments PSAP No No | Yes
Golden Crescent Regional Planning Commission PSAP No No Yes
Heort of Texas Councll of Govemments PSAP Yes No Yes
Houston-Gatveston Area Councll PSAP Yes No Yes
Lower Rio Gronde Valley Development Councll PSAP No No Yes
Middle Rlo Grande Development Council PSAP No No Yos
NorTex Regional Planning Commission PSAP No No Yes
North Central Texas Council of Goavemments PSAP No No Yes
Panhandie Regional Planning Commission PSAP Yes No Yos
Pemnlan Basin Reglonal Planning Commission PSAP Yes No Yes
Rio Grande Councl of Govemments COoG N/A N/A Yes
South East Texas Reglonal Planning Commibssion CcoG N/A N/A Yes
South Piains Associat'>i: of Govemments PSAP No No Yes
South Texas Development Council PSAP No No Yes
Texoma Council of Govemments PSAP No No Yes
West Central Texas Councll of Govemments coG N/A N/A Yes
% Transfer of ownership and a contro] assessment were not applicable if he COG owned the equipment.
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Copies of this report have been distitbuted to the following:

Legisiative Audit Committee

The Honorable James E. “Pete” Laney, Speaker of the House, Chair

The Honorable Bob Bullock, Lieutenant Govemor, Vice Chair

The Honorable Bill Ratliff, Chair, Senate Finance Commitree

The Honorable Kenneth Armbrister, Chair, Senate State Affairs Commirtee
The Honorable Robert Junell, Chair, House Appropriations Committee
The Honorable Tom Craddick, Chair, House Ways and Means Committee

Govemnor of Texaus

The Honorable George W. Bush
Legislative Budget Board
Sunset Advisory Commission

Advisory Commission on State Emergency
Communications

Mr. James Goerke, Executive Director

The 24 Councils of Governments Included In
This Report '
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